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US demands voice 
in restructuring of 
Airbus Industrie 

The US is pressing fora voice in 
the planned restructuring of 
Europe’s Airbus Industrie and is 
seeking more information about 
business plans for its two newest 
commercial aircraft programmes. 
Charlene Barsbefsky, US trade 
representative, is expected to 
raise the issue when she meets 
Sir Leon Brfttan, 0J -trade 
commissioner, in Washington 
tomorrow. Page 18 . - 

Court frees Kurdish leader 
A new diplomatic rift opened up . 
between Italy and Turkey over 
Abdullah Ocalan, leader of the 
Kurcfish Workers' party {PKKJ, 
after a Rome court freed him 
with full liberty to travel. The US, 
meanwhile, said it was “dis- 
turbed" by reports that Germany 
had withdrawn an international 
arrest warrant for Ocalan and 
said he should stand trial. 

Europe, Page 2 

Lords raco n sMar Pinochet ndhg 
The House of Lords, the UK’s 
supreme court, is set to rule 
today whether it will overturn its 
judgment removing immunity 
from General Augusta Pinochet, 
the former ChHeari president 
accused of crimes against • 
humanity. Latin America and 
Caribbean, Page 6 

LDP urges (80bn tax cuts 

Japan’s ruling Liberal Democratic . 
party proposed, a Y9,30Qbrr 
(j$S0bn) package of tax cuts - 
aimed at boosting the economy, 
which has Just recorded its fourth 
quarter of negative gfowth. 
Asia-Pacific, Pager 7- . j 

Bom favours HI m rafami 

Oskar Lafontaine, Germany’s . 
finance minister, called for “unfair 
tax competition - h Europe to be. 
stopped as soon as possfoJe. - 
Europe, Page 3; No more Mr 
Bad Guy, Page 18 

Moscow offers bonds exchange 
Russia began offering Investors 
the chance to exchange near- 
worthless domestic bands for 
other financial instruments, risk- 
ing heightened conflict with for- 
eign creditors. Europe, Page 3 

S Koreans clakn dona success 
A South Korean medical research 
team claimed a breakthrough . 
experiment in human dotting 
before aborting the embryo at an 
early stage. International, Page. 
10; Cfontag people. Page 16 

Cf tifa fr na s gift, of gold 
All 30.000 Swiss staff ot UBS are. 
to receive three miniature gold : ^ 
bare for Christmas, worth up to 
$296 in total. The 20,000 outside 
Switzerland wW be- getting a j 

watch. Europe, Page 2 

Belfllum hits back at fflcftlBCA , 

Belgian finance mWster Jean- ; 

J access Viseur attacked rating 1 

agency Fitch IBCA for its ded- ' j 
slon to lower the country’s credit j 
eating. Europe, Page 2 I 

Norway heads Ibr slowdown 
Norway fec»s an economic slow- 
down amid weakening intent 
tional demand and reduced oil 
sector Investments, says the 
central bank. Europe, Page 2 


Deutsche Bank 
denies industrial 
assets wijl be sold 

Deutsche Bank denied that its 
decision to spot off its industrial 
assets into separate companies 
would herald a wide-ranging sate 
of the DM40bn (S24bn) portfolio, 
the company sard the assets 
could be managed more profit- 
ably by being hived off. Com- ■ 
parties and Markets, Page 19 

the US government Is considering 
new regulatory powers to protect 
Investors and creditors from the 
risks posed by highly leveraged 
hedge funds, In the wake of the 
near collapse earlier this year of 
Long-Term Capital Management 
Page 18 

Bayariscto Landesbank, one of * 
Germany's biggest banks, has 
won a battle to take a 25 per 
| cent stake In Tirol er Sparitasse, 
an Austrian savings bank that 
has a near 30 per cent market 
share tn the TyroL European 
compa ni es, Page 24 

Greece’s parliament was 
expected to approve last night 
the appointment of George 
Simeon ides as chief executive of 
OTE, the partly privatised tele- 
communications operator. Euro- 
pean companies, Page 24 

3M, the diversified US 
manufacturing group, warned of 
a fefl in fourth-quarter profits. 

The group said it expected earn- 
ings to be down 10 per cent year 
on year. Companies and Mar- 
kets, page 19; Spate of profit 
warnings. Page 21 r 

An Angto-Frooch consortium led 
transport - 

arm of Paribas, has won a con- 
tract worth about SKrfiOOm 
0575m) a year to manage Swe- . 
den’s busfest railway network. 
Eiropean companies, Page 24 

Some of SIR'S US shareholders 
are threatering to vote against Its 
£8.4bn ($14br) merger with 
Sfebe because they believe the 
.UK conglomerate's management 
Is sefling out on toe cheap. 

UK companies. Page 25 

Seagram, the Canadian group, - 
has ended talks with Allied 
Domecq of the UK over closer 
working arrangements between 
their spirits 'and wine businesses. 
Companies mid Markets, Page 
19; Hats off to Diageo, Pago 25 

WaH Street economists think the 
US economy wHI grow by 2.1 per 
cent next year, but warn that any 
slowdown in spending could hit 
growth. They also believe the 
Introduction of the auro presents 
no immediate threat to the dollar. 
US news. Page 6 

KPKG, the professional services 
group, is considering a public 
offering of 20 per cent of Its 
global management consulting 
business. Companies and Mar- 
kets, Page 19; Lax. Page 18 
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Baltic states 
Hard to resist 
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Deutsche Bank 
Will Pfeil sell off 
the family hierlooms? 
Page 24 


Survey: FT E::?sr!e: 
Fading outlook in US 
adds to worries 
Separate section 


Clinton gets 
chance of 


delay over 
impeachment 


By Geranl Baker and Marie 
Suzman hr Washing t on 

President Bill Clinton was 
yesterday beading for a Last- 
minute stay of execution In his 
attempt to avoid becoming the 
second president in American 
history to be impeached. 

As the prospect of air strikes 
against Iraq grew, Congressional 
leaders said they were ready to 
postpone today's debate on 
Impeachment in the House of 
Representatives. 

The delay offered Mr Clinton a 
feint chance of persuading a few 
waverers to vote against 
Impeachment in defiance of an 
apparently irreversible tide of 
Republican sentiment against 
him. 

The possibility of a delay 
appeared during a day of high 
drama in which more previously 
undecided Republicans 
announced they would vote 
against the president In the 
debate on charges of perjury, 
obstruction of justice and abuse 
of power. 

White House officials seemed 
to acknowledge the chances of 
avoiding impeachment were &d- 
ing fast. “It’s been a partisan 
effort ... to exercise the power 
that they [the Republicans] have 
as the majority,” said Joe Lock- 
hart, White House press secre- 
tary. 

Barring a last -minute surge in 
support for the president from 
the few remaining undeclared 
congressmen, the arithmetic in 
the Republican-controlled House 
'sedfeed' stacked againsf 'Mr r GBh- - 
ton surviving impeachment on 
charges arising from, the Monica 
Lewinsky scandal. 

Vice-president A1 Gore made a 
desperate appeal for both sides to 
hammer out a last-minute com- 
promise yesterday and White 
House officials were still trying 
to find a form erf censure that 


might prove acceptable to 
enough Republicans. Mr Gore 
urged Republicans to “turn away 
from the bitter partisanship” of 
recent weeks. 

But shortly after Mr Gore's 
comments. Brian Bilbray of Calif- 
ornia, Mike Pappas of New Jersey 
and Bob Ney of Ohio - three of 
the 30-odd Republicans the White 
House hoped would back Mr Clin- 
ton - announced they had 
decided to vote in favour of 
Impeachment. 

Despite Mr Gore's plea, the 
Republican leadership remained 
firmly opposed to allowing an 
alternative punishment such as 
censure to he debated. 

Concern was growing yester- 
day that the new announcements 
by Republicans could encourage 
several conservative Democrats 
to side with Republicans in a 
final vote. In an attempt to head 
off such a development, the 
White House was considering 
having the president make a per- 
sonal visit to Capitol Hill to talk 
directly to lawmakers. 

Democrats' hopes for a last- 
minute reprieve were pinned on 
planned meetings between Mr 
Clinton and Christopher Shays 
and Amo Houghton, two moder- 
ate Republicans who have said 
they are leaning against 
impeachment. The White House 
was hoping that a positive state- 
ment from Mr Shays would flush 
out more support for Mr Clinton 
and discourage Democrats from 
voting against their own presi- 
dent 

But with so many Republicans 
BOW' on the record in favour of 
impeachment, the White House 
needs the vote of nearly every 
remaining undeclared member of 
the House to avoid a full trial in 
the Senate next year. 

Editorial Comment, Page- 17 

Observer, Page 17 

The last moves, Page 17 



Hanging n the balance: BK CGnton become only tha second US president to be impeached Picture: Reuters 

Iraq faces air strikes as 
UN inspectors pull out 


Netanyahu ‘to call 
election’ if peace 
terms are rejected 


By Our totemational Staff 

The threat of US air strikes 
against Iraq moved closer yester- 
day as United Nations weapons 
inspectors suddenly pulled out of 

HaghHaH 

The crisis es cala t e d after Rich- 
ard Butler, chief UN weapons 
inspector, told the UN security 
council in a report late on Tues- 
day that Iraq had not fulfiDedits 
November 14 pledge to xo-operate 
fully with inspectors. 

Mr Butler withdrew his staff 
from Baghdad on the advice of 
the US, saying he had taken the 
decision because inspectors were 
not able to do their work ade- 
quately. 

The US and the UK said at the 
time of the November crisis that 
Iraq would be bombed if it felled 
to honour its promise. 

President Bill Clinton, who 
returned from a visit to Israel on 
Tuesday night, met his national 
security advisers at an early 


morning meeting yesterday at 
the White House. The US has air- 
craft and warships armed with 
more than 400 cruise missiles in 
the Gulf. 

femes Rubin. US state depart- 
ment spokesman, described the 
lack of Iraqi co-operation out- 
lined in Mr Butler’s report as a 
“grave matter”. 

"The latest report from Chair- 
man Butler gives the clearest 
possible indication that Iraq’s 
cooperation will, at best, be lim- 
ited, selective and intermittent, 
and this is simply not good 
enough," he said. 

US officials gave no indication 
yesterday that they were seeking 
ways of avoiding military action. 
They have repeatedly said in 
recent weeks that the only warn- 
ing Baghdad would receive would 
be a withdrawal of inspectors. 

Tony Blair, UK prime minister, 
accused Iraq of a “plan of deceit” 
to prevent the UN inspectors 
locating weapons of mass 


destruction. UK officials said 
there would be no final warning 
issued to Iraq in the event of a 
military attack and insisted that 
any action taken would have a 
legal basis. 

In Baghdad, Tariq Aziz. Iraq's 
deputy prime minister, said Iraq 
had cooperated with Inspectors. 
Mr Butler’s report was "ill- 
intentioned and in particular 
aimed at justifying American and 
British military aggression 
against Iraq,” be said. 

Russia. Iraq's main supporter 
on the security council, stepped 
□p diplomatic consultations to 
try to avert military action and 
called for an emergency meeting 
of the council. 

Reporting by Stephen Fuller in 
Washington, Michael Littlejohns 
in New York, Andrew Parker. 
David Buchan, Paul Sohnan and 
Roula Khalttf in London. 


Western doubts, Page 10 
Editorial Comment, Page 17 


By Judy Dempsey in Jeresaiein 

Benjamin Netanyahu, Israeli 
prime minister, said last night he 
would call new elections If the 
opposition Labour party voted 
against his conditions for imple- 
menting the Wye peace accord 
with the Palestinians. 

In a speech broadcast live on 
television, Mr Netanyahu 
appealed for national unity in a 
desperate bid to gain the centre 
ground as he fought for his politi- 
cal survival 

But Ehud Barak, Labour party 
leader, said he would not join 
any national unity government 

"We’re going to elections," Mr 
.Barak told Israel's Channel Two 
television. iWhat Mod of unity 
government can there be with a 
government that has surrendered 
to the extremists, smashes the 
economy, smashes the society, 
smashes the norms of govern- 
ment?" 

Elections were not due until 
mid-2000 but Mr Netanyahu will 
now be forced to bring them for- 
ward to next . spring as the 
Labour party senses for the first 
time a prime minister unable to 
hold his unstable ■ government 
together and a leader of the gov- 
erning Likud party on the defen- 
sive. “This is ^ banning of the 
end of the Netanyahu govern- 
ment,” said one senior Labour 
party official. 

Yesterday, Yaakov Neeman. 
ftmmrfl minister, submitted his- 
realgnatlon, Yitzhak Mordechai, 
the defence minister, threatened 
to resign and Moshe Katsav, the 


deputy prime minister, said the 
government was “on its last 
Iegs’- 

Their criticism of Mr Netan- 
yahu had left him with a coali- 
tion dominated by the far right 
and nationalist deputies deter- 
mined to block the implementa- 
tion of the Wye accord signed 
last month in Washington 
because they opposed any 

exchange of land for peace- 

Mr Netanyahu, relying Increas- 
ingly on the hard right to stay in 
power, said Israel was not hand- 
ing over more occupied West 
Bank land because the Palestin- 
ians had not tm pigmwitgd their 
side of the Wye accord. 

A second handover of land was 
due tomorrow, but Mr Netanyahu 
said he had no intention of doing 
so until the Palestinians ended 
violence and incitement against 

Israel 

The call for early elections 
coincides with a shift In US for- 
eign policy towards the Israeh- 
Palesthrian conflict. 

President BUI Clinton, who 
received a less than warm wel- 
come from Mr Netanyahu on his 
visit to the region this week, vis- 
ited Gaza where be addressed the 
Palestinian leadership. It boosted 
the quest for independence and 
statehood by Yassir Arafat, presi- 
dent of the Palestinian Authority. 

But according to Likud party 
members, it was a signal to Mr 
Netanyahu that he could no lon- 
ger dictate the terms of the peace . 
process. 

Otaanw, Page 17 
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ABDULLAH OCALAN NEW DIPLOMATIC RIF BETWEEN ROME AND ANKARA 


Turkish anger as court frees Kurdish leader 


By James Blitz in Rome and 
Christopher de Beflalgae 
to Ankara 

A new diplomatic rift opened 
up between Italy and Turkey 
yesterday over Abdullah 
Ocala n. the leader of the 
Kurdish Workers' party 
(PKK\ after a Rome court 
treed him with full liberty to 
■ travel. 

In an unexpected develop- 
. meat, Rome's Court of 
Appeal said the PKK leader 
. could go free because Ger- 

Gold bar 
bonus for 
UBS 
Swiss 
staff 

By WBHam Hall to Zurich 

UBS. Europe's biggest bank, 
is giving to give each of its 
30.000 domestic staff three 
gold bars for Christmas, 
proving that the gnomes of 
Zurich still love that which 
glitters, despite government 
plans to sever the Swiss 
Franc’s link to gold. 

Admittedly, they are only 
mini-gold bars. The biggest 
weighs 20 grammes, the oth- 
ers five grammes each, and 
they are worth SFr400 ($296) 
in total, compared with the 
SFr 13,300 cost of a regular 
Swiss gold bar. But it Is the 
thought that counts. 

UBS’s decision to hand out 
SFT 12m of its gold reserves 
to domestic staff foDows a 
particularly difficult first 
year since the announce- 
ment of its merger with 
Swiss Bank Corporation. It 
lost more money than expec- 
ted through imprudent 
investing in equity deriva- 
tives plus, as a result, its 

chair man. 

Marcel Ospel, UBS’s chief 
executive, said the gift was a 
token of thanks for the 
“hard work and personal 
commitment" of UBS staff 
which had contributed “to 
our shared success" in the 
first year since the 
merger. 

Gold enthusiasts the world 
over may take some heart 
from the gesture. Recent 
signs were that even the 
Swiss were losing faith in 
gold. 

Last year Swissair with- 
drew its golden-covered 
chocolate Thalers from inter- 
national flights, while Swiss 
Federal Railways cancelled 
plans at the last moment to 
put a gold-painted locomo- 
tive in front or the Swiss par- 
liament to celebrate its 150th 
anniversary. 

In both cases it was felt 
that highlighting the Swiss 
love or gold was not quite 
right when UBS and other 
Swiss banks* were being 
accused by thft international 
media of making handsome 
profits on their second world 
war transactions in looted 
Nazi gold. 

This week the Swiss par- 
liament is debating a law to 
break the link between the 
Swiss franc and gold and 
clear the way for the Swiss 
National Bank eventually to 
sell up to half Its gold 
reserves. These now stand at 
2,600 tonnes, the world's 
third largest. 

Meanwhile, the decision to 
reserve the gold bars for 
UBS's Swiss-based staff risks 
upsetting some or the 20,000 
UBS staff outside Switzer- 
land. who instead of gold 
will be getting a Michel 
Jordi Swiss watch. 


many had formally with- 
drawn an international 
arrest warrant for him. 

Izmet Sazgin, Turkey’s 
defence minister, said the 
decision was “grave" and 
“injurious to international 
law". 

The Turkish government 
claims Mr Ocalan is respon- 
sible for the deaths of 30,000 
people in the Kurds' 14-year 
fight for self-determination. 

Hoping to avert an imme- 
diate crisis. Massimo D’A- 
lema, Italy's prime minister. 


Indicated that Mr Ocalan 
would be “kept under sur- 
veillance” on public order 
grounds. He said decisions 
regarding his future would 
be “speeded 19" and taken 
“over the next few days". 

Mr Ocalan’s aides also 
made clear that the PKK 
leader, who arrived in Italy 
on November 12 and is Tur- 
key's most wanted man, 
would not immediately leave 
a heavily protected villa cm 
the outskirts of the Italian 
capital. 


"He la a free citizen now, 
hut he will stay in bis villa 
in Rome," said Ahmed 
Yamnn, the Italian spokes- 
man of the National Libera- 
tion Front of Kurdistan. 

Turkey is continuing to 
press for Mr Ocalan to be 

sent to Ankara, but Italy 's 

constitution .forbids extradi- 
tion to countries which 
retain the death penalty. 

In Strasbourg, the Council 
of Europe's ministerial com- 
mittee began talks on 
whether Mr Ocalan could be 


tried somewhere In Europe. 
But in Rome, Mr D'Alema 
dashed hopes of a positive 
outcome to the negotiations. 

“Since Turkey [a Council 
of Europe member] does not 
favour a trial for Mr Ocalan 
outside its territory, that 

represents a very serious 

obstacle in the search for 
any solution," he said. 

Instead, a senior govern- 
ment official said the expul- 
sion of Mr Ocalan to a third 
country was increasingly 
emerging as Rome's pre- 


ferred option to the crisis. 

It was not clear which 
state would be wilting to 
tni-p him. Speculation that 
he might be deported to 
Libya. Albania or Sweden 
has been scotched by gov- 
ernment officials in recent 
days. 

Others have spoken of the 
possibility that he could be 
sent to Denmark or possibly 
returned to Russia, which 
originally deported him last 
month. 

James Rubin, US State 


Department spokesman, said 
yesterday the US had been 
In contact with senior levels 
of the Italian. -German and 
Turkish governments to 
express the view that Mr 
Ocalan should not be Bet 
firee. 

But the PKK has very 
strong support among left- 
wing parties 'in the Italian 
government. “We would 
need to ensure that he fully 
agreed with the choice of 
country we send him to." 
said a senior official. 


Little solidarity left 
in Poland’s shipyards 


By John Lloyd In Gdansk 


Teetering between tears and 
rage, Jan Koziatek spoke 
into the microphone: “Soli- 
darity was brought into 
being in this shipyard to 
bring hope! But we have 
been betrayed! The shameful 
liq uidation of Gdansk ship- 
yard is a betrayal of Solidar- 
ity!" 

The first president of the 
Solidarity union after it 
blazed into life to defy the 
Co mmunis t authorities In 
1980, Mr Koziatek was speak- 
ing at a memorial service to 
shipyard workers killed in 
the uprisings of 1970 and 
1980. 

In the 18 years since it put 
communism on notice in 
1980, the Gdansk yard has 
been s limm ed down from 
nearly 20,000 to 2y800 work- 
ers. It will probably be fur- 
ther reduced. 

The terms of its recent 
sale to the neighbouring 
shipyard of Gdynia allows 


much of the sprawling 
Gdansk site to be used for 
office and leisure develop- 
ment 

A scatter of applause and 
cheers greeted Mr Koziatek 
as he ended by warning 
Jerzy Buzek, prime minister 
of the Solidarity-dominated 
coalition government not to 
"take a sword to the nation 
or yoa will die on it your- 
self!" 

He was followed by Janusz 
Sniadek. leader erf the Soli- 
darity union in the Gdansk 
region, who upbraided him 
for “using the blood of inno- 
cent workers for a political 
object”. 

Solidarity, whose various 
movements and plans tug 
this way and that was quar- 
relling with itself on its most 
sacred spot 

Inside the yard's manage- 
ment building, the “liquida- 
tor" fervently agreed with 
Mr Sniadek. 

"I heard the speech.” said 
Andrzej Wierdnski, the War- 


saw lawyer appointed by the 
court to sell' or wind up what 
had been the Lenin shipyard 
in March 1996. 

“It was unbelievable that 
this should be said, on a day 
of remembrance. Unbeliev- 
able!” he said. “Look, if you 
just put together these two 
concepts - ‘Gdansk ship- 
yard* and ‘sold* - then you 
will t.hinlc 'How awful, with 
ail its associations'. But its 
business is selling ships. 
And we have done a deal 
which will allow it to carry 
on sdling ships." 

At Gdynia shipyard, in his 
management suite, Janusz 
Szlanta - a physidst-turned- 
banker-tumed shipyard boss 
- was telling bis board the 
details of the deal he made 
far Gdansk. 

He had bought it for some 
$23m and would attempt to 
use it to produce oil plat- 
forms. 

“It's not the best tfrnp far 
oil companies,” he acknowl- 
edged. “but it will turn up." 



SoRdwity supporters damomtrato In Krakow diving a papal visit to 1963 


Popparfotu 


Mr Szlanta's bid sparked a 
call for a strike in the yard 
earlier tins year. 

A few weeks ago. when in 
last-minute haggling it 
seemed he might walk away, 
a call came for a strike to 
protest against his giving up 
the bid. 


The Gdansk workers 
appear not to know which 
way to turn. 


only hope of survival 
Lech Walesa, the former 
Solidarity leader and Polish 


For Mr Kuziatek, treach- president did not attend the 


Baltics feel chill from Russian crisis 

Initial confidence that they could weather the storm has been steadily eroded- during 
the last four months by falling exports. Stefan Wagstyl and Matej Vipotnik report 


ery has already -happened. 

For Mr Sniadek, the strug- 
gle goes on. Far Mr Wlerdn- 
sM and Mr Szlanta, sale 
and rationalisation offer the 
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memorial service. 

■ All have spoken in the 
name of Solidarity. But there 
Is little solidarity left, -except 
in name and memory. 


Exports *> Hawh O of loW) 

■■ — as 


W hen the Russian eco- 
nomic crisis broke • 
this summer, the Jeadr 
erf of the Baltic states ^ 1 
Estonia, Latvia and Lithua- 
nia - insisted they could eas- 
ily weather the storm. 

Their economies, they 
argued, had successfully 
been re-oriented towards the 
west and were now largely 
protected from the turmoil 
in Russia. But over the past 
four months trade with Rus- 
sia has fallen sharply. The 
three countries' exports 
there fell by more than two- 
thirds in September, accord- 
ing to the latest available 
data. While there has been 
some recovery, economists 
estimate they are running at 
half pre-crisis levels. 

“We survived the fall of 
the Soviet Union, but what 
we experienced this year 
was worse," said Janis 
Zudans, managing director 
of the Rebir power tools 
plant In eastern Latvia. 

The company, which 
exported 80 per cent of its 


output to Russia, had 
invested heavily in new 
equip menL. not to mention 
costly gblri-rolotmedi business 
cards and leather-hound 
desk folders. But since 
August, Rebir has become so 
desperate to save cash that 
lights have been turned low 
and lifts closed to ration 
electricity. About 1,300 of the 
2^00 staff have lost jobs. 

Admittedly, Russia and 
the former Soviet Union play 
a smaller role In the Baltic 
states' trade than before 
1990. However, bullish offi- 
cial growth forecasts of 
about 7 per cent GDP growth 
for 1998 have been cut by a 
swingeing 2-3 percentage 
points. 

These still compare 
favourably with other post- 
Communist nations, hut the 
slowdown is creating prob- 
lems. In particular, the 
decline in Russian exports 
could put pressure on cur- 
rent account balances, nota- 
bly In Lithuania, where, 
even before the crisis, the 


deficit was 13.4 per cent of 
GDP for the first half of 1998. 

As Rebir 1 s example shows, 
some sectofe' are more 
exposed to Russia than oth- 
ers, including food process- 
ing and fisheries, as well as 
engineering. Even some 
well-known industrial 
groups are suffering - such 
as Norma, Estonia's seatbelt 
maker, which has Avtovaz, 
the Lada car company, as its 
biggest customer. With prof- 
its falling fast, the chief 
executive quit this year 
amid disagreements over 
recovering Russian debts. 

Smaller businesses have 
also been hit, inriurihig hun- 
dreds of traders Involved in 
shipping secondhand cars 
and western consumer goods 
to Russia. In Lithuania, car 
dealers say the price of a 
$5,000 secondhand Volkswa- 
gen Golf has dropped $500 
since August. 

In Latvia, whose banks 
were particularly active in 
Russia, the central bank has 
warned that 9 of the 29 


hanks may have underesti- 
mated their possible Russia- 
related losses. 

The region’s banks are 
looking anxiously at their 
indirect exposure through 
exporters doing business 
with Russia. As Margus 
Schulte, vice president of 
Uhisbank, Estonia's second 
biggest bank, says, "Defi- 
nitely, there will be bank- 
ruptcies. But it is difficult to 
say how many." 

The picture is uneven- 
Companies involved in ship- 
ping Russian oil exports 
through Baltic ports have 
been largely unaffected by 
the turmoil because. Moscow 
has encouraged producers to 
keep pumping. 

After the efforts made to 
expand trade with the EU, 
now the region's biggest 
trading partner, many new 
companies, often subsid- 
iaries of western groups, do 
almost all their trade with 
the west 

Some established compa- 
nies have also responded to 


. Estonia ..Labia. UttuanSi. 

SHnrAB*rfaMc ankrfU 

the turmoil by seeking more 
western business. Drobe, a 
Lithuanian wool company, 
cut production when the cri- 
sis first broke, but has since 
recovered by w inning new 
EU orders. Vytems Gubavi- 
cius, managing director, 
says sales in the second half 
of 1938 will be about 45m 
litas ($llm), up from 40m 
litas in the first sfx months. 

Exporters have not aban- 
doned Russia, but they have 
become more innovative, 
often resorting to barter. 
Dairies are selling cheese in 
exchange for tractors and 
60. Norma -takes some of its 
payments in Lada cars. 


— Lithuania 
— Latvia 
- Estonia 
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which It resells in Russia. 

However painful in the 
short-term, the crisis may 
bring long-term benefits by 
forcing companies to 
increase efficiency. 

But the potential gains 
should not be exaggerated. 
1116 Baltic states have more 
to gain from a vibrant Rus- 
sian economy than from a 
sick one. In Latvia. Alvars 
Lembergs, mayor of Vents- 
pfls, the Baltic states’ big- 
gest port, says: “If Russia 
develops a market economy 
we will be busy, if it closes 
.Its economy It will be tike 
the 1930s again, when Vents- 
pils port was almost dead." 


Decision to cut Belgium’s credit rating attacked 


By Edward Luce, 

Capital Markets Editor 

Jean Jacques Viseur, finance 
minister, of Belgium, yester- 
day attacked Fitch IBCA for 
its decision to lower the 
country's credit rating to the 
same level as that of Italy. 

The move, which means 
that Belgium, with Italy, is 
non the lowest-rated coun- 


try in the eurozone, was 
prompted' by fears about Bel- 
gium's high level of 
short-term public debt 

This has raised concerns 
that the Belgian government 
would be in a worse position 
to manage these liabilities 
once it lost control over its 
own currency after mone- 
tary union. 

Mr Vteeur said the Fitch 


IBCA downgrade ignored the 
fact that Belgium had con- 
formed to the strict fiscal 
roles set out under the Maas- 
tricht pact and would con- 
tinue to stick to tight bud- 
getary policy under the 
euro-zone's fiscal stability 
accord. 

The finance minister also 
pointed out that Belgium 
would have no difficulty fin- 


ancing its public obligations,' 
because the euro-zone would 
have one of-the most liquid 
financial markets in the 

world. 

Fitch IBCA, which is at 
odds with the view taken by 
the two biggest credit rating 
agencies, Standard & Poor’s 
and Moody's Investors Ser- 
vice - neither of which 
seems likely to downgrade 


Belgium in the near future - 
said Belgium could have dif- 
ficulty flnanMng its liabili- 
ties in a liquidity crisis. 

Belgium’s short-term debt 
(liabilities of less than 12 
months’ maturity) amounted 
to almost 30 per cent of its 
gross domestic product in 
1999. more than three thneg 
the level of Germany . or 
.France, the agency said. 


In a financial crisis, the 
country could have difficulty 
in re-finandxxg its debt, with 
investors fleeing to the saf- 
est havens, such as the Ger- 
man government bond mar- 
ket the agency added. 

Belgium, it continued, 
could in any one month face 

- debt refinancing ..requlre- 

- meats of up to 6^ per cent of 
its GDP. 
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By George Graham, 

Banking ErStor 

Barclays, the only UK bank 
yet to be targeted by US law- 
yers over its treatment of 
Jewish accounts during the 
second world war. Is expec- 
ted to set up a 83.6m com- 
| pensation fund in settlement 
of claims filed against it in 
New York. 

The h ank last ni ght con- 
finned that it was "in seri- 
ous discussions regarding a 
possible settlement,” and 
expected to make an 
announcement shortly. 

Barclays’ French subsid- 
iary was namorf a year ago 
along with eight other 
French banks in a class 
action suit filed on behalf of 
Fernanda Bodnar and Anna 
Zajdenberg. two Jews bom 


In France and now resident 
in New York, whose fami- 
nes’ assets were confiscated 
during the war. 

The bank is- expected to 
set up a fund worth about 
88.6m to repay an estimated 
335 depositors whose assets 
were not recovered at the 
end of the war. Administra- 
tion costs wiB take the pay- 
ment to about 85m. 

The lack of friction and 
.the relatively modest. sums 
involved in. the settlement, 
contrast starkly with -the 
acrimonious negotiations 
over the assets placed In 
Switzerland in a hid to 
escape the Nazi regime. The 
Swiss banks eventually set- 
tled the case in August by 
agreeing to set up a SL25bn 
compensation fond. 

Deutsche Bank of. Ger- 




many is also negotiating* 
with Jewish groups in the 
US following, lawsuits filed 
against it and the threat' of 
boycotts. Plaintiffs have 
sought to Increase the pres- 
sure on Deutsche to settle by 
urging U$ bank regulators to 
block its proposed $io:ibn 
takeover of Bankers Trust 

French b ank .accounts 
which lie dormant are trans- 
ferred to the government, so 
Barclays no longer has any 
accounts with the assets of 
'Jewish Holocaust victims. 

Any surplus which cannot 
be distributed from the fond 
will be passed on to a French 
charitable organisation yet 
to be determined. ..." 

. Barclays' 12 branches In 
France were taken over by a 
German controller as enemy 
assets during the Nazi occu- 


pation- of the country, and 
the bank had no further 
communication with its off- 
shoot until the war’s end, 

- The UK-based hank h** 
adopted a different approach 
to the eight French hanks 
named with it in the class 
action suit, which have 
argued that the interests of 
Holocaust survivors would 
be better served by allowing 
a commission set up by the 
French government- to com- 
plete its wort 
Barclays executives are 
confident that if a. broader 
fond is eventually set up .by 
the French government, they 
would not have to pay twice. 
Any payments it would have - 
to make would be expected 
to come from the. US fond 
established under Us own 
legal settlement 


Bonn acts 
to defuse 
nuclear 
dispute 

By Frederick SOdamana 
to Soo n . ■ . 

Gerhard Schrader, the 
German chancellor, yester- 
day ordered two of his minis- 
ters to settle their dispute 
over nuclear power, in a bid 
to end the worsening divi- 
sions between the ruling 
Social Democrats and their 
Green party allies. . . 

Mr Schrikier instructed his 
economics and environment 
ministers to reach an agree- 
ment on revising the coun- 
try’s atomic law. The move 
is a blow for Jttrgen Trittin. 
the environment minister, 
who until now had sole 
responsibility for drawing up 
the draft revision. 

The chancellor also called 
a meeting in early January 
of senior figures from both 
the SPD and the Greens to 
iron out difficulties over 
I nuclear power. The row, 
which has been simmering 
for weeks, revolves around 
differing interpretations of a 
coalition commitment to an 
exit from nuclear power. 

Mr Trittin wants the new 
atomic law explicitly to ban 
the reprocessing of nuclear 
waste and farce power sta- 
tion operators to send spent 
matter directly to its final 
storage place. 

Sadi & move would end 
contracts for the reprocess- 
ing of nuclear waste between 
German nuclear power sta- 
tion operators and their part- 
ners in France and Britain. 
These contracts have been 
guaranteed by the Bonn, 
Paris and London govern- 
ments. 

Werner MOller, the eco- 
nomics minister, a former, 
energy company executive 
who holds no party affilia- 
tion, has argued that an 
explicit commitment to end- 
ing reprocessing may expose 
the German government to 
claims from France and 
Britain. 

Mr SchrOder backed this 
position yesterday, although 
the environment ministry 
said a change in government 
policy counted as an "act 
of God" and thus removed 
the case for possible 
claims. 

Norway 

faces 

sharp 

slowdown 

By Tim Burt in Stockholm 

Norway is facing a sharp 
economic slowdown and a 
contraction in gross domes- 
tic product amid weakening 
international demand and 
reduced oQ sector invest- 
ments, according to Norges 
Bank, the Norwegian central 
bank. 

The bank yesterday 
warned that Norway's main- 
land GDP - excluding oil 
and shipping revenues - 
would shrink from 3 per cent 
this year to 0.5 per cent in 
1999. with negative growth 
of 0.25 per cent In the follow- 
ing year. 

The forecasts, published In 
the bank's fourth quarter 
inflation report, signal the 
first shift in Norwegian eco- 
nomic trends after five years 
of rapidly rising growth. 

That has led to a danger- 
ous overheating in the econ- 
omy, with mainland indus- 
try unable to meet demand 
from the offshore sector and 
wage growth far exceeding 
the average among Norway’s 
main trading partners. 

Wage growth is expected 
to reach 6 per cent this year 
and next, shrinking to 4^5 
per cent in 2000. 

In the past year, moreover, 
the Norwegian krone has 
come under strong pressure, 
forcing the central bank to 
increase interest rates seven 
times in a bid to stabilise the 
currency. Shortterm rates 
have risen by 4.5 percentage 
points and currently stand 
at 8J2 per cent 

In a bid to cool the econ- 
omy, the centrist minority 
government has proposed a 
fiscal tightening equivalent 
to 0.75 per cent of GDP. 

“Few other economies in 
Europe have faced the Mtywri ■ 
threat of overheating as Nor- 
way." said Audun Glelnsvik, 
chief economist at Christi- 
ania Bank In Oslo. “We need 
to reduce capacity utilisation 
and a period of contraction 
could be a good thing." 

Consumer price inflation 
is expected to grow modestly 
from 2.25 per cent to 2^ per 
cent next year. 
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EUROPE 


NEWS DIGEST 


EU STR UCTURAL AID 

Spain, Germany play 
down clash over funds 

Spain yesterday expressed hopes of avoiding «n outright 
clash over European Union funding plane during the Ger- 
roan presidency, which starts in January. • 

Abel Matutes, Spanish foreign minister, said after an 
informal meeting with Joschka Factor, Ws Gentian coun- 
t6f part, that they had looted at. initiatives which might lead 
to a compromise. Both ministers played down the idea of 
a German-Spanteh confrontation but neither was willing to 
grve details of new proposals. 

Spain, the EU’s biggest net recipient of funds, b anxious 
to preserve current structural aid programmes, while Ger- . 
many’s Social Democrat-Green coaflflon has set out to - 
reduce the country’s net cortrfeution to the EU. ■ 

The two ministers, meeting during a Madrid conference 
on Bosnia, both played down the Idea of a German-Span- 
■sh confrontation on the issue. Mr Fischer denied that Ger- 
many questioned the legitimacy of the BJ's cohesion fund 
for its poorest members, of which Spain b the main bene- 
ficiary. He said Germany wanted an equitable solution 
which would not curtail the development of southern Euro- 
pean countries. 

Madrid's centre-right government has fimilyopposed 
any suggestion that Spain should give up the funds after 
joining the launch of the euro.Davfd White, Madrid - 

BOSNIAN RECONSTRUCTION T ALKS 

Reform programme approved 

More than 50 countries and international organisations 
supervising peace arrangements in Bosnia yesterday 
approved a programme for economic, legal aid political 
reforms to reduce the country's reliance on outside sup- 
port. 

A two-day meeting of the Peace implementation Council 
also gave extra powers to Carlos Westendorp, the High 
Representative, to seek more compHance with the. toms of 
the 1995 Dayton peace agreement 

Mr Westendorp said he hoped he would not need to use 
his new authority, entitling him to block aid avocations or 
bar parties or political leaders from running for election if 
they failed to co-operate. 

But Nikola Poptasen, president of the Sert>-Gontrplled . 
part of Bosnia, accused Mr Westendorp of overstepping 
his authority. Mr Westendorp said Bosnian own authorities 
had to take responsibility for the future. The international 
community cannot be in Bosnia-Hercegovina Indefinitely,” 
he warned. 

A unanimously approved declaration warned that aid to . 
Bosnia - ‘one of the most assisted countries in the world” 
- would inevitably decline in the near future. It welcomed 
progress towards greater democracy but warned that the 
country’s structure was still fragile. David White 


EU ACCOUNTS ^ : 

Brussels challenge to MEPs 

The European Commission test night issued a challenge to 
the European parliament to back or try to sack the 20 
commissioners over their handling of the European Union's 
Ecu80bn ($94bn) a year budget 

The cafl came as MEPs prepared to vote today cm 
whether to grant discharge to, or sign off. the EU'S 1996 
accounts, after allegations of mismanagement and irregu- 
larities in BU spending. The pommissiqn said if parliament 
voted against discharge - effectively questioning Brussels' 
financial competence - it sHoultitake the logical nexfsfep' 
and launch a censure motion against the EU executive. A 
successful vote of censure would require all 20 Commis- 
sioners to staid down. 1 

The Commission statement was seen as an attempt to 
put pressure on wavering MEPs to back away from pro- 
voking a potentially damaging institutional dash. Today’s 
vote was expected to be dose. Nefl Buckley, Strasbourg 


INTERNET RATE S _ 

France Telecom cuts charges 

France Telecom, the partly^privaHsed French telecommuni- 
cations operator, yesterday cut the -cost of accessing the 
internet by 20 per cent . 

Domink^je Strauss- Kahn, fiance minister, and Laurent 
Fabtus, speaker of the national assembly, have called for ■ 
“more favourable” internet access. Last week, a strike by 
computer enthusiasts In protest at France Telecom's high 
prices was widely followed, with some access providers 
reporting falls of more than 50 per cent in usage. 

France Telecom’s gesture, however, was limited to com- 
panies which require permanent connections dedicated to " 
the internet Such connections wflf be available at flat rates 
of between FFr3^(X>-FFr1 3,500 ($703-52,434) a month, 
depending on capacity. 

Mr Strauss-Kahn has asked ART, the telecommunica- 
tions regulator, to look at ways to make the internet more 
accessible to.private usera. Samar fsfcahdar, Paris ' 

ROME BUILDING COLLAPSE 


> More casualties feared 


At least 13 people were killed yesterday when a five-storey 
apartment block in Rome cotfepsed-ln the party hours of 

the morning. . . 

More than 12 hours after the coBapse, rescuere dearmg 
the rubble with hammers and mechanical diggers rescued 
an elderly couple from the ruins but they feared they 

would find up to 20 more dead. ^ 

The building collapsed at around 3am. Fire cWefe said 
subsidence or structural faults, not a gas explosion as had 
first been tho^L were probably to blame.. 

tt was expected that rescue workers would have to dig 

for at least another two days before they reached the bot- 
tom of the rubble. Reuters, Rome - . . 


EUROPEAN INTE REST RATES , „ . 

Public spending cuts urged 

' European governments should cut spending to eliminate 
structural budget deficits, thereby allowing the European 
Central Bank to reduce interest rates substantially, aocord- 
inq to a leading Brussels think tank.* 

The report by the Centre for European PoHey Studies 
araues that the European interest rate cute on December 3 
were a step in the right direction but had orty symbolic 
value on their own. *lt is now up to fis^Pojteyto 
respond and set m motion a process of further monetary ■ 

j Europe faces a .double 

. i r-._ nufiamUAT ifek. , 


The report also warns that the Sl^s bank supervisory^ 
rofe should be. strengthened, a&natl^Mrtralbartffi aid 
regulators have an incentive to be optimistic about the the 
state of their “client-. InstHmwrw. ' _ , 

■Macroeconomic PoBcy In ^ " ’ 
Dante/ GroS, CEPS. Bnjssa Is (+32-2-219^1-51) 

Robert Chote, London 


Russia bond offer may anger creditors 


By Andrew Jack and John 
TborabiJ! faf Moscow 

Russia yesterday began 
offering investors the choice 
to exchange their near- 
worthless domestic bonds for 
Other flTianrtal fnHhT rm ft Otff, 
risking heightened conflict 
with foreign creditors. 

In ah interview with the 
Financial ’Ames, Mikhail 
Zadornov, finance minister, 
attempted to play down the 
source of conflict between 
toe government and holders 
qf the bonds, known as 
GKOs and OFZs, frozen 


since Russia’s financ ial col- 
lapse in August 

The decision to begin toe 
restructuring before any 
final agreement has been 
reached with foreign inves- 
tors is likely, however, to be 
seen as provocative. 

Mr Zadornov’s comments 
came ahead of further 
restructuring talks sched- 
uled In London today and 
tomorrow between foreign 
banks and a team led by 
Mikhail Kasyanov, his dep- 
uty, and Andrei Kozlov, dep- 
uty governor of toe Russian 
central bank. 


Mr Zadornov said basic 
agreement on “the financial 
terms of the deal” with 
banks and other institutions 
had been reached and there 
were “just the technical 
issues still to be resolved”. 

These include the ways in 
which creditors could invest 
the new rouble-denominated 
instruments domestically, 
and how to convert them 
into other currencies. 

However, it was the con- 
tinuing uncertainty over 
such issues that triggered an 
outspoken statement last 
week by Credit Suisse First 


Boston, on behalf of the for- 
eign creditor banks, critici- 
sing the risk if the govern- 
ment “unilaterally imposes 
unfair restructuring terms 
cm foreign investors”. 

One banker in London 
said yesterday he believed 
that there had been no 
change in the Russian posi- 
tion since that time. 

Under the terms of the 
deal, investors who held 
bonds maturing before 
December 31 this year will 
be able to exchange them for 
70 per cent by value in new 
securities with a four to five- 


year term. 20 per cent with 
zero-coupon bonds to be 
invested in Russian banks 
and 10 per cent in 
cash- 

Tradlng will begin in the 
securities in mid-January. 

The foreign banks have 
expressed frustration over 
plans that would prevent the 
securities being converted 
out of roubles for 12 months, 
with toe exception of a small 
amount auctioned off each 
mouth starting in December. 

Mr Zadornov said: “We 
will continue discussions 
and are prepared to modify 


our position. I think it is in 
the interests of both sides to 
reach an agreement.” He 
indicated that the details of 
the auctions were still open 
to modification, as were the 
range of investment opportu- 
nities within Russia for hold- 
ers of the new securities. 

He also stressed that ”we 
will treat all investors 
equally”, although foreign 
creditors have argued that 
the government is cresting a 
two-tier system by launching 
the bond swaps before 
resolving the outstanding 
details. 


Lafontaine links tax issue to EU budget 


By Ralph Atkins in Bonn 

Oskar - Lafontaine, 
Germany's finance minister, 
has called for “unfair tax 
competition” in Europe to be 
stopped “as soon as possi- 
ble”, sp ecifically linking the 
issue to German attempts at 
Improving its financial posi- 
tion; within the European 
Union.-. 

In an interview with the 
financial Times, Mr Lafon- 
taine insisted that the Brit- 
ish and German govern- 
ments were in agreement on 
the need for tax-co-ordina- 


tion. “When we get rid of tax 
oases, we will have made a 
first step towards co-opera- 
tion within the European 
Union,” he said. 

Although Mr Lafontaine 
was careful not to go beyond 
the wording of an agreement 
thrashed out between Ger- 
hard SchrOder, chancellor, 
and Tony Blair, UK prime 
minister, his tone high- 
lighted the importance 
attached to toe subject by 
Bonn. 

His comments follow Mr 
SchrBder’s calls at last week- 
end’s EU summit in Vienna 


for a cut in Germany’s 
DM22bn ($i3bn) net contri- 
bution to the European 
Union - by far the biggest 
Mr Lafontaine said: “We 
see a connection here 
between unfair competition, 
tax oases and our high net 
EU contribution. We don't 
think that it is justified that 
we pay the highest net con- 
tribution but are surrounded 
by tax oases that give tax- 
payers a lot of options to 
avoid paying national 
taxes.” He denied his com- 
ments amounted to a threat. 
“We have pointed out that 


European solidarity doesn’t 
just mean a net German con- 
tribution but is also about 
joint rules on fair dealings 
with each other." 

Mr Lafontaine said discus- 
sions about possible rates of 
corporation tax were “non- 
sense” without taking 
account of differences in tax 
bases. He said: “1 agree with 
the British government on 
the need for fair competi- 
tion. But unfair practices - 
such as attracting foreign 
companies with very low tax 
rates - are rightly criticised 
at the European level.” 


He was looking for early 
progress on initiatives led by 
Dawn Primarolo, UK finan- 
cial secretary, on the future 
of tax havens, and by Mario 
Monti, European commis- 
sioner, on Europe-wide taxa- 
tion on interest. However, a 
general move towards coor- 
dination is likely to meet 
stiff resistance from other 
EU member states. 

Mr Lafontaine said: “We 
stand for fair competition on 
corporate taxes. But in 
Europe the trend has been 
going in the wrong way. 
Taxes on mobile factors - 


assets, capital and company 
profits - are always going 
down. Taxes on immobile 
factors - that means on 
labour, wages and consump- 
tion and social security con- 
tributions - are always 
going up. That is a develop- 
ment a social democrat can- 
not accept.” 

Mr Lafontaine. who is also 
chairman or Germany's rul- 
ing Social Democratic party, 
played down suggestions of 
difficulties between himself 
and Mr Schroder. 

No more Mr Bad Guy, Page 16 
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Exporters of manufactured goods are ready for the benefits of 
price transparency the single currency will bring, as well as for 
savings in currency hedging and treasury operations. But there 
will also be costs - and some companies are lagging behind 

Big boys are confident 
they will reap benefits 


By Peter Marsh 

Mayer, the world's biggest 
maker or circular knitting 
machines for the textile 
industry, is reeling confident 
about the impact of the euro. 

When the single currency 
starts on .January i. the Ger- 
man company will switch to 
euro pricing not just for cus- 
tomers in the U-country 
euro-zone, but also in Asia - 
the single most important 
market for textile equip- 
ment. when 1 Mayer has sales 
of DMiuOm ($60mi a year. 

“I don't think this will be 
a prublem for our Asian cus- 
tomers," says Walter KJcms. 
Mayer's sales manager for 
the region. “If we [Mayer 
and its European machinery 
competitors! base our prices 
in euros, customers in Asia 
will find it easier to compare 
what we are offering." 

Mr Kioss's comments 
underline the optimism 
among many large exporters 
of manufactured goods 
within the euro-zone about 
the likely impact of the sin- 
gle currency. Francesco 
Caio. chief executive of Mer- 
loni of Italy, one or Europe's 
biggest makers of domestic 


appliances, says the trans- 
parency the new currency is 
expected to bring to Euro- 
pean prices should benefit 
innovative companies. 

“The single currency will 
mean industrial companies 
won't be able to hide any 
more [behind national barri- 
ers J." says Mr Caio. 

At Solvay, Belgium's big- 
gest chemicals supplier. Pas- 
cal Hubinont. the company's 
deputy treasurer, is confi- 
dent of a rapid changeover. 
Two thirds of Solvay’s 
annual sales of some 
BFi3Q0bn ($8.7bn) are in the 
euro-zone. He expects fully 
half of total sales to be in 
euros by the end of 3000. 

“I t hink the switch wlU 
take place faster than many 
people think.” he said. 

For all this confidence, 
some tricky practical ques- 
tions crop up for virtually all 
industrial companies plan- 
ning to use the euro. The 
most obvious is whether to 
bin euro-zone customers in 
euros or the relevant 
national currency, which 
will co-exist until 2002. 

The difference might seem 
technical, given that euro 
and national euro-zone cur- 


GOMPANIES WANT TO OPT IN 

Currency use 
goes beyond 
the euro-zone 


By Peter Marsh 


IT other large UK companies 
follow the approach uf ICI. 
Britain's biggest chemicals 
supplier, the euro could 
catch on in Britain much 
more quickly than many 
people think. 

ICI. with only a quarter of 
its Ellbn i$lS.54bn) annual 
sales in Britain, is unlikely 
to invoice many of its UK 
customer* in euros. How- 
ever. it is confident of pay- 
ing many ol its several thou- 
sand British suppliers in 
euros. That will act as a nat- 
ural "hedging" operation to 
halanre the !nr*e quantities 
of eiirus it will he taking in 
front customers m the 11 
European Union countries 
that in vo signed up for the 
single currency. 

Peter Everett, deputy head 
or Id's internal group pre- 
paring for the new currency, 
says that in deciding 
between UK suppliers of sim- 
itar products, the cumpany is 
likely to bo “prejudiced" 
against those uul geared lo 
accepting euros Already a 
"substantial number" of 
Id's British suppliers have 
indicated their interest in 
being paid m the new cur- 
rency. says Mr Everett. 

The example of ICI under- 
lines hnw - even in coun- 
tries that will not immedi- 
ately he part of the 
euro-zone - the new cur- 
rency could soon become an 
Important part of commerce. 
The cuun tries concerned 
include Bril a in. Pen mark. 
Sweden and Greece - the 
four European Union 
nations that fur the time 
being are opting nut of the 
eurn - plus Switzerland, 

which is nnt in tlu- El) but is 
surrounded by euro-zone 
countries and in ides exten- 
sively with them. 

Some observers believe the 
volume or trade between the 
euro-zone and nearby coun- 
tries will force the use of the 
new currency in many of 
these nations. This applies 
even to companies that do 
not deal directly with euro- 
zone partners but trade with 
other local companies that 
do. 

Such trends are likely to 
appear particularly quickly 
in Switzerland, where 
exporters show signs of gear- 
ing up particularly quickly 
to using euros. 

Rieter. the Swiss vehicle 
parts and textile machine 
maker, gains nearly half its 
SFr2.6bn (S1.9bn> annual 
sales from euro-zone custom- 
ers. Hans Rudolf Widmer. 
chief financial officer, tbbtks 
a “substantial part” of these 
sales will quickly be 
invoiced in euros, while It 
will attempt where possible 


also to pay many of its sev- 
eral hundred Swiss suppliers 
in the new currency. 

Bobst, a Swiss manufac- 
turer of packaging equip- 
ment, which has plants in 
Germany. Italy and France 
as well as Switzerland, will 
switch to euro prices for 
most of its European cus- 
tomers. according to Joseph 
Santoro, its treasurer. While 
most of the company's Swiss 
suppliers will continue to be 
paid in Swiss francs, those 
keen to receive euros will be 
paid in this currency. 

Will companies outside the 
euro-zone find themselves at 
a disadvantage when trading 
into this region? 

At Bobst. which has 
annual sales of SFrUbn. the 
switch to euro-pricing, even 
for products made at its 
Swiss plants, where most of 


Switch to 
euro-pricing 
will entail a 
currency risk 


the costs are in Swiss francs, 
will entail an extra currency 
risk, compared with competi- 
tors that have all their man- 
ufacturing in the euro-zone. 
Mr Santoro has calculated 
that the company is likely to 
take in each year a “euro 
surplus" - the difference 
between euros coming in to 
the company through sales 
nnd those flowing out in 
other payments - equivalent 
to some SFrlSOm. That 
could, in the event of the 
Swiss currency suddenly 
strengthening against the 
euro, prove costly Tor the 
company. But Bobst reckons 
it is a gamble worth taking, 
for the reward of binding 
itself more tightly to its 
main trading partners. 

In Sweden, Atlet. a lift 
truck maker that exports 
some SKrl30m f$l6m) of 
products a year to euro-zone 
countries, is planning to 
switch to euro prices for this 
part of Europe during 1999. 
As for purchasing, the euro 
will also be important here, 
partly because the company 
buys large quantities of 
parts from German suppli- 
ers, many of which will be 
keen to receive euros. 

Sdren Fransson. Atlet's 
finance director, does not 
think the company will lose 
out by being outside the 
euro-zone. "We are already 
used to handling a lot of dif- 
ferent currencies, and the 
euro will be just one more.*’ 
he says. "How you adapt to 
it is really a matter of com- 
mon sense." 


rencies will be linked at a 
fixed rate. But many compa- 
nies' accounting systems 
will need to be progra mm ed 
to accept from specific cus- 
tomers payments either in 
national currencies or euros, 
not a mixture of the two. 

For many companies, this 
will involve a fairly straight- 
forward dividing line. Large, 
customers will pay in euros, 
while smaller companies 
(many of which will con- 
tinue to receive payments 
from their own customers in 
notes and coins denominated 
in national currencies) use 
local currency. 

As a result, many busi- 
nesses, even when supplying 
the euro-zone, will need to 
set their prices in both euros 
and the relevant local cur- 
rency. at least until 2002. 

A second issue concerns 
relations with suppliers. 
Here, at least for fairly large 
industrial companies with 
the muscle to insist their 
purchases of goods and ser- 
vices are paid for in the new 
currency, the switch to 
euros is expected to be 
quicker. Continental of Ger- 
many. Europe’s second big- 
gest tyre maker, expects sup- 


Trade flows 


pliers to switch to euros 
wore rapidly than custom- 
ers. many of which are small 
garages and motor dealers. 

“We are in a better posi- 
tion [than with customers] 
to demand more of our sup- 
pliers use the currency," 
says Philippe Gramme. Con- 
tinental's head of euro prep- 
arations. 

A third question concerns 
currency hedging and trea- 
sury operations, which is 
where many companies 
expect to make big savings. 

Trumpf of Germany, one 
of Europe's biggest machine 
tool maker s, with annual 
sales of more than DMlbn, 
has calculated that to switch 
over to the new currency 
will cost it a one-off DM2m 
over the next three years, 
because of the need for new 
software systems, changes to 
price lists and so on. 

However, the switch 
should also cut operating 
costs by DMlm a year, 
because there will be a 
reduced need for currency 
management and payments 
to banks For sw 1 tching 
between national currencies 
within the euro-zone. 

These savings will apply 


CUMING'S 


not only to European-based 
companies. United Technolo- 
gies, the large US equipment 
supplier, has recently closed 
its European currency man- 
agement office in London, 
because of the reduced need 
to trade in European curren- 
cies. 

Perhaps the most difficult 
issue for many companies 
will be pricing strategies. In 
many sectors, prices for sim- 
ilar items can vary across 
Europe by 4&£0 per cent, 
when the prices of specific 
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products are translated into 
a common currency. The dif- 
ferentials are greater for 
relatively complex capital 
goods (such as lift trucks or 
tractors) than for commodity 
products such as plastics. 

Prices tend to be higher in 
northern Europe, reflecting 
factors such as smaller dis- 
counts on list prices and 
higher local labour costs - 
which for many types of 
labour-saving machinery 
tend to influence demand for 
the equipment Often, manu- 


WHAT COMPANIES 
SHOULD HAVE DONE 

Strategy: 

Install euro project teem; 
Analyse impact bn. 
departments; 

Train staff; 

Assess financial costs; 
Set communication 
plan; 

Prepare action plan and 
procedural manual 
Relationship with exter- 
nal parties: 

Consider implications 
for marketing, competi- 
tion and pricing; 
Consider impact on 
payment systems: cash 
registers, credit cards, 
electronic payments; 
Consider impact on 
vendor and money 
change machines; 
Prepare changes to 
sales documents; 
Consider impact on 
purchases, supplies and 
tease contracts 
Information Technology 
Prepare changes to IT; 
Introduce safeguards for 
database; 

Personnel 

Prepare payroll and • 
pensions changes 
Finance 

Agree euro transactions 
with banks; 
i consider impact on 
investment decisions; 
Consider financial con- 
tracts for euro changes; 
Consider impact on 
treasury management 
Accounting 
Consider dual currency 
system; 

Consider treatment of 
accounts, historical 
information and internal 
reporting, including: 
treatment of permanent 
exchange differences, 
foreign currency con- 
tracts aid non-mo ne- 
tary assets rounding dif- 
ferences and foreign 
currency liabilities; 

Co odder impact on • 
i «Mty; 

Consider tax treatment 
of euro for company tax. 
VAT and tax returns 
Source: Fdd&ation des 
Experts Comptables 
Europeans . 
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facturers try to maintain 
these pricing differentials, to 
boost margins. However. 
many believe the euro will 
lead to more “pan-European” 
pricing, with smaller differ- 
entials. 

While Clans of Germany, 
the world’s biggest maker of 
combine harvesters, says it 
is planning "adjustments” to 
its European prices to take 
account of this effect Man- 
dplli, an Italian machine tool 
producer, says it will from 
January establish common 


CASE ^TUDY MATSUSHITA ELECTRIC 

Plenty of gain 
but pain too 


By Paul A brahams In Tokyo 
aid Peter Marsh hi London 

The euro represents an 
opportunity, but one that 
comes at a cost, says Seino- 
suke Kuraku. managing 
director of Matsushita Elec- 
tric in Europe. 

To Mr Kuraku, the bene- 
fits of the single currency 
are already dear, not least 
because Matsushita - which 
makes electrical goods under 
the brand names National 
Panasonic and Technics - 
will be able to reduce sub- 
stantially the amount of 
working capital it requires. 

Previously, the company’s 
European operations had to 
hold more than 20 different 
currencies. From April, the 
start of its financial year, it 
will only hold four the euro, 
the yen. sterling and the dol- 
lar. “The carrying costs will 
be reduced drastically." he 
says. 

Pan-European cash man- 
agement will also gradually 
be centralised at offices in 
the City of London. Cash- 
pooling in the euro - involv- 
ing netting of cash-flows 
between subsidiaries - will 
also be possible, although 
tax arrangements need to be 
settled. Mr Kuraku says. 

This pooling should sub- 
stantially reduce banking 
costs because less win need 
to be transferred between 
subsidiaries. 

Nevertheless, the costs of 
preparing for the single cur- 
rency have been substantial. 
The group, which both 
exports to the euro-zone and 
manufactures there, has had 
to put In place infrastructure 
to provide billing in euros or 
local currencies, depending 
on the choice of customers 
and suppliers. 

"There has been a big 
investment in computer 
technology." Mr Kuraku 


GE RM AN COMP AN IES SMALL AND MED I UM- SI ZED GROUPS ARE THE ECO NOMY'S B ACKB ONE BUT .SOME WILL NOT BE READY FOR THE EURO 

Mittelstand ignores strategic consequences 


By Graham Bowtey in Frankfurt 

A young German boy holds 
out two piggy banks to his 
bemused grandmother, one 
marked euro, the other 
D-Mark: “Germany is pre- 
pared”. reads the ironic cap- 
tion. Another newspaper 
warns; “Mittelstand prac- 
tices euro-ignorance.’’ 

But this is no Joke. 
Whether or not Germany’s 
Mittelstand, the thousands 
Of small and medium-sized 
companies that form the 
backbone of Europe's biggest 
economy, are' ready for the 
single currency has a crucial 
bearing on how easily the 
whole of Europe adopts to 
life under the euro. 


As far as internal techni- 
cal issues are concerned the 
Mittelstand is prepared. The 
euro will have practical 
implications for most busi- 
ness areas within a com- 
pany, from billing to 
accounts to salaries. 

Simply put, their comput- 
ers need to be able to make 
and accept payments in 
euros. 

A survey by Deutsche 
Bank In September con- 
cluded that 90 per cent of 
Mittelstand companies with 
sales of over DM250m 
($l5Gm) were well informed 
about tiie euro and that two- 
thirds of companies bad pre- 
pared their accounts to cope 
with its arrival. 


Commerzb ank, one of Ger- 
many’s biggest banks, esti- 
mates that companies are 
spending on average 1-2 per 
cent of turnover on prepara- 
tions for the single currency. 

A study in July by Bayer- 
ische HypoVerelnsbank con- 
cluded that more thaw go per 
cent of companies with turn- 
over exceeding DMioOm 
were “euro-fit". 

However, this proportion 
dropped to only one in three 
businesses at the smaller 
end of the Mittelstand, with 
sales below DMlOOm. 

Gflnter Lam bertz, euro 
adviser at DIBT, the German 
industry and trade institute, 
says thte is mainly because, 
these smaller companies do 


not realise how quickly the 
euro wQ2 be upon them "A 
lot of the smaller companies 
believe that the euro will 
come for n»m only in 2002. r 

Yet while companies have 
prepared their internal 
systems, many have failed to 
address the wider strategic 
consequences of monetary 
union for their businesses. 

The single currency could 
trigger big price reductions 
because customers should be 
able to compare prices 
across European co untr ies 
more easily. 

By removing exchange 
rates, monetary nnfop may 
In addition encourage for- 
eign companies to look 
across their borders to new 


markets, presenting a threat 
to the Mittelstand. 

In response, companies 
may have to change the way 
they advertise and sen then* 
goods and services to protect 
their market share and per- 
haps become more aggres- 
sive in selling In foreign 
markets themselves. So for. 
the signs are that they have 
not begun to prepare for 
this. 

“Most people do not think 
about strategy and pricing." 
says Mr Lindenburger at 
Canxmerzhank_ 

Commerzbank estimates 
that between SO and 90 per 
Cent of Mittelstand compa- 
nies have failed to think 
through the strategic impli- 




prices across Europe. 

However, few expect the 
differentials to disappear. 
Many manufacturers will 
continue to disguise price 
variations by “bundling" 
into a contract price the cost 
of service provision. 

“The [price} discrepancies 
will become less, hut to 
reach zero will be impossi- 
ble.” says Terunki Noda. 
managing director of the 
European operations of 
Komatsu, the large Japanese 
excavator manufacturer. 



1 


explains. “But as this has 
happened at the same time 
as moves to deal with the 
year WOO millennium bug. it 
is difficult to work out the 
exact cost-" 

The biggest cost will be 
lost revenues from harmon- 
ising prices across the euro- 
zone. This has been one of 
the euro’s key objectives. 
From Apri l. Matsushita 
plans to set a single whole- 
sale price across the region. 

At the moment, trade 
prices differ by 10-15 per 
cent. Mr Kuraku says. 
“Overall, prices will fell - 
.harmonisation is almost 
always down. Water flows to 
the lowest level." At a retail 
level, differences will 
remain, however, because of 
VAT rates ranging From 15 
per cent to 25 per cent. 

He denies the object is to 
prevent parallel imports. 
“Mainly it is because we 
have to maintain the trust of 
the customer," he explains. 
“I hope the harmonisation of 
prices will not afreet profits 
because of the potential 
savings. . .This is a big oppor- 
tunity to rationalise our 
European operations.” 

Matsushita has also gained 
from the economies of scale 
created by the euro and the 
single market. Tbe company 
has reduced the number of 
spare parts warehouses from 
about 2S to just two - in the 
UK and Germany. 

The next step will be to, 
reduce the number of distri- 
bution centres across the 
continent from about 20. Tbe 
group also plans to increase 
the amount of locally pro- 
duced content from 50 to G6 
per cent As for the net effect 
on profitability, Mr Kuraku 
says it is too early to esti- 
mate the results. “In the 
end. the euro must be of ben- 
efit.” he says, "even if in the 
short term there are costs.” 
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cations of the euro. And 
while the evidence is confus- 
ing, some surveys suggest 
they are even lagging behind 
their counterparts to Britain, 
which will not be in the 
euro-zone, to preparing for 
the arrival of the single cur- 
rency. 

As one newspaper put it: 
“German companies are v-- 
sleeping through the euro” 

Tomorrow 

What the euro will mean 
for the finance and 
insurance industries 
and for markets 
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By Ken Warn in Buenos Aires 


Argentina will commit itself 
to far-reaching structural 
reforms in its agreement 
with the International Mone- 
tary Fund for next year, but 
the reforms are causing con- 
troversy even before the text 
has been finalised. 

The government will 
pledge to begin converting 
the state-owned Banco 
Nacidn, the country's big- 
gest bank with 550 branches 
and almost SlObn in depos- 


its. into a public corporation. 

The opposition alliance, 
members of the ruling 
Peronist party and the pow- 
erful farm lobby this week 
attacked the move as a pre- 
lude to privatisation of the 
bank, which lends mainly to 
farmers and businesses. 

The changes to Banco 
Nacidn will “eventually 
allow incorporation of pri- 
vate capital and joint 
operations with the private 
sector' 1 , said Pablo Guidotti, 
deputy economy minister. 


“But at this point I don't see 
political support for privati- 
sation." 

The government will also 
in its letter of intent for 1999 
with the IMF promise to; 

• introduce a "fiscal con- 
vertibility' 1 law which would 
place legal curbs on the 
country’s fiscal deficit; 

• reform the central bank 
charter to give it more 
power to intervene in trou- 
bled banks and speed the 
bank liquidation process; 

• eliminate or reduce the 


state pension for retirees 
receiving high private pen- 
sions, to boost coverage for 
low-income pensioners. 

“If the suspicion or privati- 
sation can be allayed, the 
proposals for Banco Nacidn 
could work,” said Freddy 
Thomsen, economist at ING 
Barings. “But 1999 [a presi- 
dential election year] will be 
one of much mutual suspi- 
cion because of politics." 

An IMF staff mission left 
Buenos Aires this week after 
a review under the terms of 


Argentina's three-year. 
$&8bn extended fund facil- 
ity. The staff will recom- 
mend Argentina be granted 
a “waiver” after exceeding 
this year’s $3.5bn fiscal defi- 
cit target by about $350m. 
Next year's fiscal deficit tar- 
get will be eased from 
S2.65bn to $2.95bn because of 
the economic slowdown. 

The mission coincided 
with government efforts to 
pass a complementary law to 
Us tax reform package 
approved last week, which 


Would-be Robin Hood who 
aims to save his country 

Venezuela’s former coup leader and now president is hoping 
to implement much-needed reforms, writes Raymond Colitt 

Wi 


hen Hugo Chavez 
appeared ou Venezue- 
la’s national televi- 
sion nearly seven years ago 
admi tting that he and rebel 
troops bad attempted, but 
Tailed, to overthrow the gov- 
ernment. he showed no signs 
of remorse. 

Still dressed in the combat 
fatigues and red beret or bis 
paratroop battalion, the 
stem-faced lieutenant-colo- 
nel praised his rebel com- 
rades. assumed responsibil- 
ity for the failed coup and 
told them: “Far now, we 
have not met the goals we 
had set." 

That 90-second appearance 
converted the young soldier, 
elected this month as the 
country's new president, 
into a hero for large num- 
bers of Venezuelans. He was 
seen as courageous, iron- 
fisted and good-hearted, will- 
ing to take on a political 
elite widely accused of cor- 
ruption and mismanage- 
ment 

Behind the stone-faced 
facade was a more soft- 
hearted Chavez. Only min- 
utes before his television 
appearance, he called his 
mother and sent a note to 
his family. It read: "I love 
you all very much. Forgive 
me if I make you suffer, but I 
am in search of my destiny" 

“[Chavez] is a very spiri- 
tual and sensitive person.” 
says retired General Alberto 


Muller, bis former campaign 
manager. According to those 
who know him, Hugo Rafael 
Chavez Frias, 38. is at once 
an idealist revolutionary and 
astute strategist, a disci- 
plined soldier, poet and 
painter 

The sou of school teachers, 
he grew' up with his grand- 
mother Rosa Ines in the 
south-west of the country. 
"Our life was studying, 
doing chores at home, and 
playing ball. It was a tran- 
quil and sound childhood,” 
recalls his cousin Ramon 
Frias. "He was patriotic, but 
never spoke a word about 
politics. He would sell home- 
made sweets in school to 
buy books and food." 

The family’s living stan- 
dard was modest, his mother 
Elena recalled In a recent 
interview in her home town 
of Barinas, a provincial capi- 
tal in the heart of Venezue- 
la’s grasslands. She remi- 
nisced about the days Hugo 
Rafael, the second of five 
sons, was an altar boy. 

Her religious devotion and 
belief in divine destiny 
strongly influenced her son. 
Mr Ch&vez frequently cites 
the Bible and says: “God is 
on our side because the word 
of the people is the word of 
God". 

Eager to pursue his talent 
as a baseball player, he 
joined the military academy, 
graduating in 1975. “The 


academy had the best base- 
ball coaches and he became 
the best pitcher they ever 
had,” says Chicho Romero, a 
life-long friend and his for- 
mer coach. 

Influenced by the writings 
of the 19th century indepen- 
dence hero Simon Bolivar, 
Mr Chavez’ political ideas 
began to form in the military 
academy. “You have to 
understand the military 

environment [Chavez] came 
out of: highly patriotic, 
highly nationalistic, and 
imbued with ideals of good 
government, honesty, and 
rectitude,” says Eric Efcvall, 
a political consultant. 

Imbued with such ideals. 
Mr Chavez became sickened 
by the growing evidence of 
corruption and abuse of 
power among the Venezue- 
lan political elite. “It was in 
wearing that uniform that a 
flame lit up inside me." says 
Mr CMvez. 

In 1982, then 28, he and a 
group of fellow-officers 
founded the secret Revolu- 
tionary Bolivarian Move- 
ment (MBR200), to mark the 
200th anniversary of 
Bolivar’s birth. Their goals 
were to rescue the country's 
moral values, fight corrup- 
tion, and elevate the reputa- 
tion of the military career. 

Angered by alleged gov- 
ernment fraud and economic 
austerity measures that 
resulted in food riots in 1389, 



Chavez: best baseball pitch8r the military ever had 


Reuter 


MBR200 launched its coup 
attempt in 1992. Regardless 
of whether the plotters had 
planned to install a civilian 
government as they now 
claim, many Venezuelans 
came to see Mr CMvez not 
as a self-serving rebel but as 
a modern-day- Robin Hood 
wanting to do good for his 
country. 

Despite his talk of God and 
Bolivar, Mr Chavez is a prag- 
matist. “He is very intelli- 
gent, quick to respond, and 
to understand issues," says 
Mr EkvalL “He has shown a 
remarkable ability to land 
on his feet" As a result, “he 
knows more about being 
president than he did even 
six months ago”. 

As Mr Chdvez admits, at 
heart he is a soldier and 
many of his closest advisers 
are former military officers. 


This, and his plans to 
increase the role of the mili- 
tary in the country’s devel- 
opment, have raised con- 
cern. “It could lead us to a 
military government a very 
undemocratic path," Father 
Arturo Sosa, a Jesuit priest 
and former instructor at the 
military academy, said 
recently. 

Mr Chavez’ perseverance, 
leadership and perceived 
moral rectitude could go a 
long way towards imple- 
menting much-needed struc- 
tural reforms, such as his 
proposed crackdown on cor- 
ruption and tax evasion. 

“CMvez could do things 
seriously right or seriously 
wrong," said one observer, 
when Mr CMvez was offi- 
cially declared winner of the 
December 6 election last 
week. 


films to limit the provinces 1 
automatic share of extra rev- 
enues raised tor the changes. 

Failure to pass the law. 
due to have been voted on 
yesterday, would require 
renegotiation with the IMF, 
officials warned. 

The tax reform brought 
cable television and private 
health services into the 
value added tax net, raised 
corporate income tax from 33 
to 35 per cast and introduced 
a 15 per cent tax on foreign 
loans. 


Lords set 
to rule on 
Pinochet 
today 

By John Mason, 

Law Courts Correspondent 


The House of Lords is set to 
rule today whether it will 
overturn its original judg- 
ment removing immunity 
from General Augusto Pino- 
chet. the former Chilean dic- 
tator accused of crimes 
against humanity, because 
of alleged bias by one of the 
law lords who heard the 
case. 

If it quashes the original 
judgment because of Lord 
Hoffman's links with 
Amnesty International, the 
human rights group, then a 
fresh hearing will be held In 
mid-January next year. 

Any new hearing could 
develop Into a clash between 
several foreign governments. 
Chile will ask to argue its 
case at any fresh hearing 
since it was the party 
directly affected by the origi- 
nal judgment. Gen Pino- 
chet’s lawyers told the court. 

It was possible that the 
French and Swiss govern- 
ments might seek to address 
the court, said Alun Jones 
QC, for the Spanish govern- 
ment, which is seeking Gen 
Pinochet's extradition. 

The French and Swiss gov- 
ernments have begun- extra- 
dition proceedings against 
Gen Pinochet but their 
moves have been given sec- 
ondary priority behind those 
of Spain. 


NEWS DIGEST 


BOND MARKET ASSOCIATION FORECAST 
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US economic growth of 
2.1 % predicted for 1999 

WaH Street’s top economists think the US economy wfl! • 
grow 2.1 per cent next year, but warn that any slowdown 
hi consumer spending could slow growth abruptly. 

They also believe introduction of the euro will present no 
near-term threat to the dollar, and say it could even bene- 
fit US markets If the initial uncertainty drives up European 
Interest rates. ' . , ' . 

The opinions are contained m the twtae-yearty forecast 
of the Bond Market Association's economic advisory com- 
mittee, comprising 10 of WaH Street’s most respected 
economists. 

The panel expects the US economy to enter its eighth 
year of expansion next year, but predicts slower growth in 
gross domestic product than the 3.4 per cent expected for 
the year just ending. But if the "legs get knocked from 
under consumer spending" - for example, by a sharp drop 
in stock prices - this growth rate could slow abruptly. 
Richard Tomkins, New York 

1994 PESO CRASH 

Mexico launches bailout plan 

Mexico yesterday launched a $4bn bailout programme for 
bank debtors that officials said was their final effort to 
bring delinquent borrowers up to date on their payments 
after the 1994 peso disaster. 

The programme, which wfD be paid for by banks as well 
as the government, is part of an attempt to revive the 
banking sector in Mexico, where lending remains moribund 
four years after the peso crash. 

It is also a face-saving move by two of the country's 
three main political parties to show that the enormous cost 
of bailing out the financial sector since 1995 is not just 
aimed at banks, but also at ordinary Mexicans. 

Discounts will be available to over 1.5m borrowers, hold- 
ing about a third of loans In the banking system. They wffl 
complement a series of other incentives to resume pay- 
ments that the government has offered debtors in recent 
years. Henry Tricks, Mexico Cfty 


US IN NOVEMBER 


Warm weather hits output 

Warm weather and weaker car output helped pull US 
industrial production down in November as industries 
operated at their slowest rate in more than five years, the 
Federal Reserve said yesterday. 

Total output by the nation's mines, factories and utilities 
fell 0.3 per cent after a 0.2 per cent rise in October. Last 
month's capacity use rate - a gauge of how close to 
capacity industry is running - slipped to 80.6 per cent 
from 81.2 per cent in October and was the lowest since 
August 1993. 

Analysts said the report underlined a steady deteriora- 
tion in manufacturing activity, stemming largely from fading 
overseas markets in Asia and elsewhere, that was likely to 
lead to a slower pace of economic activity next year. 

The picture was not entirely bleak, however, as some of 
the November fail in activity was dearly attributable to 
temporary factors such as weather, and there were other 
signs of vibrant domestic demand. Reuters, Washington 


www.FT.com 


Take on the world 

FT. corn’s new global archive 


FT.com is known for its global view. Now the FT’s own online 
news, comment and analysis is complemented by business 
reporting from more than 3,000 key publications around the 
world. All in the new global archive on FT.com. 

The first of the next generation of FT.com services, the 
global archive makes it easy for you to find the information you 
need. A powerful search engine homes straight in on your 
selection, scouring more than 3 million articles from the FT, the 
newswires and thousands of other influential sources. 

What’s more, with 6 months’ free FT material and a charge of just 
$1.50 for any other article you choose to view, the global archive 
won’t cost you the Earth. 
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Canada magnet group attracts 
money-laundering suspicions 

Regulators had doubts about YBM but cleared its C$53m stock 
offering, reports Edward Alden. Now it is in receivership 


C anadian securities regu- 
lators have fretted, over 
the past eight months 
that YBM Magnex Interna- 
tional, an obscure magnet 
company that became a 
stock market darling, might 
turn out to be another fraud 
of the order of Bre-X Miner- 
als, the infamous C$6bn gold 
company that never found 
any gold. 

Last week, their worst 
fears were realised. While 
the scale is smaller, the YBM 
tale has turned out to be 
every bit as sordid. 

YBM was placed in receiv- 
ership by an Alberta court, 
ending any prospect tMt 
investors will recover more 
than a fraction of the 
CS90Qm the' company was 
supposedly worth earlier 
this year. 

More astonishing than 
those losses, documents filed 
with the coral: build a com- 
pelling case that YBM, 
which bad claimed to be one 
of the world's foremost man- 
ufacturers of high-perfor- 
mance industrial magnets, 
was actually engaged in 
massive laundering of organ- 
ised crime proceeds from 
Russia and eastern Europe. 

The documents also show 
that Ontario securities regu- 
lators had strong suspicions 
that YBM might be launder- 
ing money, and yet still 
allowed the company to 
place a C*53m (US 834m) 
stock offering last year. TMt 
dean bill of health by the 
Ontario Securities Commis- 
sion, along with enthusiastic 
"buy” recommendations 
from the brokerage houses 
that underwrote the offering, 
helped propel the company 
into the Toronto Stock 
Exchange’s 300 index. 

YBM's criminal counsel 
now says the company is 


certain to be indicted by a 
US grand jury following a 
three-year investigation by 
the US organised crime 
strike force of the US attor- 
ney's office. 

In addition. US lawyers 
last week filed a dass action 
on behalf of investors 
against YBM, its auditors 
Deloitte & Touche and its 
directors. 

The suit alleges that YBM 
was engaged in “an elabo- 
rate scheme to defraud 
investors". 

Since the company's bead- 
quarters in Pennsylvania 
were raided by US authori- 
ties last May. YBM has 
denied all allegations of 
money laundering and links 
to organised crime. But a 
report submitted to the court 
by Miller. Tate, a US forensic 
accounting firm, strengthens 
many of the darkest suspi- 
cions about YBM. 

M iller, Tate was origi- 
nally commissioned 
by YBM to defend the 
company before an Ontario 
Securities Commission hear- 
ing. Instead, the auditors 
compiled damning evidence 
against the company. “In 
most cases," the report says, 
“significant transactions 
involving substantial sums 
of money are not supported 
by corroborative evidence." 

Money laundering 
involves placing the cash 

proceeds of crime in. a legiti- 
mate institution. It is gener- 
ally done through “layer- 
ing”. which separates the 
cash from its criminal ori- 
gins by passing it through 
several financial transac- 
tions, and through integra- 
tion with legitimately ■ 
obtained money. 

A number of YBM transac- 
tions, conducted through the 


company's subsidiary United 
Trade, have "several indicia 

Of money laundering [which] 

were never adequately 
explained by YBM's manage- 
ment” , the report says. 

The transactions involved 
millions of dollars being 
moved among related enti- 
ties with bank accounts in 
Lith uania, Hungary and Buf- 
falo, New York. 

On June 6 1996, for 
instance. USS3-2m was 
received by United Trade’s 
Hungary bank account from 
four entities that shared one 
or more common addresses. 
The wire transfers all origi- 
nated from a bank in Lithua- 
nia. Six days later, $a£m 
was withdrawn from the 
account and sent to five 
other entities with accounts 
at Chemical Bank in Buffalo. 
All five recipients shared 
one or more addresses. 

The report also says YBM 
could not provide verifica- 
tion for many of its custom- 
ers, had actually fabricated a 
list of US customers, and 
could not document the 
legitimacy of its core busi- 
ness activities. 

YBM bad claimed publicly, 
for instance, that it earned- 
revenues of more than $20m 
in 1996 and 328m in 1997 
from purchasing oil, refining 
it with magnet powder 
byproduct, and then resell- 
ing the oil. The Financial 
Times reported last June 
that no such commercial 
application exists, but the 
company continued to insist 
that the sales were genuine. 

The oil sales were the sub- 
ject of “particular scrutiny” 
by the Ontario Securities 
Commission, the report says. 
The OSC even compelled 
YBM to hire Deloitte & 
Touche to do a “high-risk 1 * 
audit of the transactions last 


year. Yet Deloitte apparently 
never obtained documentary 
evidence for the transac- 
tions, though it approved the 
company's 1996 books. 

Finally, in September, the 
management of YBM and 
United Trade changed its 
story, admitting privately to 
Miller. Tate that “powder 
was never used In conjunc- 
tion with the oil transactions 
carried out by United 
Trade". As the report notes: 
"This is a direct contradic- 
tion to years of public disclo- 
sure regarding YBM's oil 
business." 

The Miller, Tate report, 
while mostly written in dry 
language, contains some 
chilling moments. For exam- 
ple, Pinkerton agents were 
commissioned by YBM's 
audit committee earlier this 
year to investigate the 
alleged connections to the 
Russian mafia. 

When agents visited the 
Budapest address of Tech- 

Agents were met 
by guards with 
‘Uzis, Berettas or 
revolvers’ 


nology Distribution, another 
related entity, they were 
greeted by several guards 
‘‘carrying Uzis, Berettas or 
revolvers". YBM’s internal 
audit committee, nonethe- 
less, claimed in June to have 
found, no evidence of crimi- 
nal links. 

With YBM in receivership, 
and no possibility the stock 
will ever trade again, the 
only questions left will have 
to be answered in civil and 
criminal courts. 

Deloitte & Touche, the 
auditors, have refused to 
comment, and even refused 
to be questioned by Miller. 
Tate. 

The OSC, which approved 
YBM’s 1997 share offering 
and set Canadian investors 
up for a very hard fall, will 
only say that it continues to 
investigate the company. 


Microsoft sued over mouse design 


B]r Louise Kelrae m San 
Francisco 


A small Texas company that 
designs computer keyboards 
and mice is seeking more 
than $lbn in damages in a 
Lawsuit filed against Micro- 
soft, charging that the soft- 
ware leader stole its latest 


mouse design. 

The lawsuit, filed by Gold- 
touch Technologies, demon- 
strates Microsoft's Increas- 
ing legal vulnerability. As 
the world's largest software 
developer and one of the 
best known companies in the 
information technology 
industry, Microsoft has fre- 


quently been the target of 
gjmHnp charges. 

Until recently, most such 
claims - very few of them 
substantiated - did not lead 
to lawsuits, in part because 
smell companies were fear- 
ful of running up huge legal 
bills if they took on the 
industry giant 


However, with Microsoft 
now fighting big legal bat- 
tles in Washington, where it 
is on trial on antitrust 
charges, and in California, 
where Sun Microsystems' 
Java lawsuit is under way, 
the company no longer 
appears Invincible, 
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Zhu assails padded growth figures 


B y in Baffle 

China's prime minister, Zhu 
Rongji, has criticised provin- 
cial officials for reporting 
exaggerated economic 
fpwth figures in an effort. to 
find favour with the central 
government. 

Officials who attended a 
high-level meeting on Chi* 
na's economic performance 
this week quoted Mr Zhu as 
saying he “simply did not 
believe” the figures submit- 
ted by leaders of China's 
provinces, municipalities 
mid autonomous regions. 

“The premier noted that 
every province and region. 


except .Xinjiang [autono- 
mous region] had reported 
growth figures in excess of 8 
per cent so Car this year," 
said an official who attended 
the meeting. “He said that 
these figures were padded 
and could not be believed. 
He -added that he preferred 
to place trust in the data 
released by the state atatte- 
ttw bureau." 

The remarks of Mr Zhu, 
who is .famous, for his 
no-nonsense style, were the 
clearest acknowledgement 
yet by a senior Chinese offi- 
cial that the. misrepresenta- 
tion of figures has become a 
pressing- problem this year. 


His ire was initially aroused 
at an earlier meeting, offi- 
cials said, by a claim that 
the southern province of 
Guangxi had grown by 16 
per cent so far this year. 

China’s official growth 
rate in the first nine months 
of the year was 7.2 per cent, 
significantly lower than the 
8 per cent that Mr Zhu 
“guaranteed" when he 
assumed the premiership in 
March. Many economists 

believe that even the 7.2 per 
cent figure overstates reality 
by several percentage points. 

In spite of China's transi- 
tion from central planning to 
a more market-led economy 


over the last two decades, 
pressure on provincial offi- 
cials to meet central govern- 
ment growth targets remains 
intense. A common phrase 
has It that “figures make the 
officials, and officials make 
up the figures.”. 

Economists regard the 
headline growth figure as 
suspect primarily because it 
conflicts with other Indica- 
tors of commercial activity. 
Industrial production m the 
first nine months, for exam- 
ple, was reported as increas- 
ing by 8 per cent but power 
output rose by just 2 per 
cent in the same period, 
compared with last year. 


Ministry officials said that 
suspicion over the veracity 
of foreign investment and 
trade figures was also grow- 
ing. Actual foreign invest- 
ment was said to rise to 
$4l.07bn in the first II 
months of the year, raising 
the possibility that the toll- 
year amount will exceed the 
record $45.3bn reported in 
1897. 

“This must be padded," 
said one ministry official 
recently. “We got SO per cent 
of our foreign investment 
from Asia in 1997 and this 
year we have had the Aslan 

crisis. How can people be. 
investing the same amount?" 



Zhu Rongji: ‘simply did not baSova the figures' 
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Jonathan Blreftan in Hanoi 

Japan's prime minister.. 
Keizo Obuchi, says he wants 
to include Vietnam in the 
list of countries eligible for 
support from the $S0bn 
Miyazawa Initiative to pro- 
mote Asian economic recov- 
ery. 

Speaking in Hanoi yester- 
day after talks with the lead- 
ers of the Association of 
South East Asian Nations 
(Asean), Mr Miyazawa said 
he wanted to discuss an 
arrangement by which the 
Vietnam could join Indon- 
esia, Malaysia, the Philip^ 
pines. Thailand and South 
Korea under the funding 
scheme. 

Vietnam is already due to 
receive at least S2.2bn in 
international development 
aid next year, with a further 
£400m available in the event 
of Hanoi speeding up slow 
moving reform of state- 
owned industries and the 
banking and finance sector. 

Japan also announced fur- 
ther details of how both 
Thailand and Malaysia will 
benefit from the initiative, 
which was launched by the 
finance minister, Klfchi 
Miyazawa, in October. 
Around $8.4bn of financing 
is available in the current 


Japanese fiscal year. 

' Malaysia is to receive 
$2.6tm this year, of which, 
fftbn will be used to finals 
seven infrastructure and 
development projects, 
including a dam and a ther- 
mal power station. In addi- 
tion, Malaysia will receive 
Ja pan F.giTTT Bawlf loans and 

guarantees of up to $l.7bn, 
partially used to cover a 
$570m bond launched, by. 
Malaysia with Japanese 
backing last week. 

Thailand is to receive 
around 4500m of trade insur- 
ance, and a single Y4bn 
($35m) loan to finance the 
construction of a bridge 
across the Mekong River. 
The rest of the financing will 
consist of.Exim Bank guar- 
antees for private bank lend 
mg to Thailand Thailand is 
planning to launch a Yftftm 
bond backed by Japanese 
guarantees in January. 

During his talks inHanoi, 
Mr Obuchi also confirmed a 
new 95hn package of conces- 
sionary yen loans which will 
be disbursed over the com- 
ing three years on Infra- 
structure projects on a tied 
basia. The loans will have a 
maturity of 40 years with a 
10-year grace period at an 
Interest rate of 0.75 to 1 per 
cent. ' 


By Paid Abrahams fai Tokyo 

Japan's ruling Liberal 
Democratic party yesterday 
proposed a YRSOObn fiSObn) 
package of tax cuts aimed at 
boosting the economy, which 
has just recorded its fourth 
quarter of negative growth. 
The proposals involve cuts 
in income and corporate 
taxes more than YS.OOObn 
bigger than previously 
announced plans. 

However, economists 
doubted that they would pre- 
vent the economy contract- 
ing next year. Before the 
announcement of these mea- 
sures, it bad been, estimated 
that an end to last year's 


one-off rebates would mean 
Income tax for 80 per cent of 
salaried workers would rise 
next year. This would have 
provided yet another power- 
ful incentive for Japan’s 
reluctant consumers not to 
spend. 

Most economists believe 
the new measures. If imple- 
mented, would leave income 
tax unchanged for most 
people next year and would 
do little to boost economic 
growth. 

“Consumers will only start 
spending when the economy 
is on a sustainable. path to 
growth and unemployment 
peaks. But that isn't going to 
happen in 1999,” says Robert 


Feldman, economist at Mor- 
gan Stanley in Tokyo. 

Concerns about funding 
the tax cuts again hit the 
bond market. The yield on 
the 10-year benchmark bond 
jumped 0.07 percentage 
points to 183 per cent. The 
market was also surprised 
by yesterday's data showing 
stronger than expected 
money supply growth during 
November, up 4.4 per cent 
year on year. 

Separately, . the govern- 
ment indicated it would 
have to issue Y70,000bn 
worth of bonds next finan- 
cial year, a net increase of 
Y30,000bn. Tax revenues are 
expected to Call as much as 


Y50,000bn. mostly because of 
a collapse in corporate prof- 
itability. 

Economists also expressed 
disappointment there were 
no proposals to use the 
recently raised sales tax to 
increase the state's contribu- 
tion to pensions. This would 
have reduced the burden on 
companies and individuals. 

The package includes per- 
manent cuts In income tax 
worth Y4,000bn and a 
Y2j3O0bn reduction in the 
effective corporate tax rate 
to 40.87 per cent from 4686 
per cent. 

In addition there will be 
tax breaks worth Yl,300bn 
for home buyers, and Y300bn 


in child tax credits aimed at 
halting the fall In the birth 
rate. The panel also pro- 
posed an end to the securi- 
ties transaction tax from 
March. 

The new policies follow 
intensive negotiations 
between the LDP and its pro- 
spective coalition partners, 
the Liberals, who had been 
demanding larger cuts in 
tax. Keizo Obuchi. the prime 
minister, has promised the 
tax cuts, together with addi- 
tional government spending 
of Y24.000bn. will produce 
“clear-cut positive growth" 
for the Japanese economy in 
the financial year starting in 
April. 


Toyota shuts plant as home demand dips 


By Jufla Hess and Paul 
Abrahams hi -Tokyo 

Toyota, the Japanese 
automotive company, yester- 
day revealed it would dose 
one of its production plants 
for the first time after a 
decline in domestic sales and 
the aggressive build-up of its 
international operations. 

The facility, near Tokyo, is 
owned by Kan to Auto, a 49 
per cent-owned affiliate of 
Toyota and employs 1,000 
staff . manufacturing Corolla 
and Sprinter cars. 

Toyota was the only one of 
thB big five car assemblers 
whose domestic output fell 


during November, down 7.3 
per cent year-on-year. 

Like other manufacturers, 
it has been hit by subdued 
demand in its home market. 
However, it has just com- 
pleted new facilities in the 
US and is building new 
capacity in Europe. Last 
month, Toyota produced 21 
per cent more vehicles over- 
seas than it did in the same 
month last year. 

Hiroshi Qkuda, Toyota 
president, said: “They 
[Kan to Auto] have a total of 
three plants and what is 
happening is that we are 
dropping the oldest plant of 
the three. We Intend to 


increase our overseas sales 
year by year, but to meet the 
demands of the overseas 
market we will not produce 
the cars domestically to 
Japan, rather we will pro- 
duce them locally.” Toyota 
exports were down 4.6 per 
cent compared with Novem- 
ber last year. 

Toyota's efforts to estab- 
lish global production is 
partly motivated by the 
weak domestic market. Last 
month it contracted 16 per 
cent, year on year, excluding 
mini-vehicles under 660 cc. 
However, the production and 
sales figures released by 
Japan's five biggest car man- 


ufacturers showed a mixed 
picture, because some of 
them benefited from an 
increase in sales of mini-ve- 
hicles. A change to regula- 
tions in October resulted to 
the launch of a dozen new 
models of mini-vehicles and 
sharp rise in demand. 

Toyota's sales fell 15.1 per 
cent and Nissan's 11.6 per 
cent; neither makes mini- 
cars. Mitsubishi and Mazda 
benefited from the demand 
for minis. Mitsubishi's sales 
were up 14 per cent and Maz- 
da's 11.2 per cent. 

Mazda's performance is 
notable, as Mazda's mini-ve- 
hicles, produced by Suzuki, 


account for only 14 per cent 
of total sales. The continu- 
ous success of the Demio. as 
well as the Millenia and the 
Familia contributed to the 
good sales figures. 

However, analysts ques- 
tioned whether minis' sales 
would continue to rise. Tsu- 
yoshi Mochimaru, car ana- 
lyst at Dresdner Klein wort 
Benson said: “The present 
trend can not be sustained. 
From next April on, 1 expect 
mini-vehicle sales to talLTe- 
ter Boardman, at Warburg 
Dillon Read, said: "Even 
though domestic production 
figures look good, the trend 
won't be sustainable." 


Philippine 

telecoms 

regulators 

fired 

By Tony Tassefl in Manila 


The Philippine telecoms 
industry has. been thrown 
into confusion by the unex- 
pected sacking uf the three 
most senior officials of its 
regulator. 

Mystery still surrounds 
the removal late on Monday 
of the officials of tin* 
National Telecommunica- 
tions Commission with the 
government still reluctant to 
elaborate on the reasons for 
the move. 

Ronald Zanmra. executive 
secretary tthe president's 
chief of staff), told a radio 
programme yesterday that it 
involved a dispute uver the 
issue of new frequencies to 
cellular operators' but did 
not provide details. 

One leading local newspa- 
per. however, suggested Pon- 
ciano Cruz, the acting com- 
missioner. and his two 
deputy' commissioners were 
sacked for blowing the whis- 
tle an corruption. Analyst* 
said Mr Cruz was well- 
regarded by the telecoms 
industry as a “clean" 
although somewhat inexperi- 
enced regulator who aimed 
to ensure a level playing 
field for telecoms operators. 

The sacking of the NTC 
officials follows similar tur- 
moil at other leading Philip- 
pine institutions since Presi- 
dent Joseph Estrada came to 
power in July. 

In late October, the head 
of a presidential commission 
set up to investigate ill-sot- 
i ten wealth under the Marcos 
regime was sacked. The gov- 
ernment said Felix de Guz- 
man. the chairman of the 
Presidential Commission on 
Good Government, was fired 
for attempting to lift a freeze 
on the assets of a former 
associate of the late dictator 
Ferdinand Marcos. 

The Securities and 
Exchange Commission has 
also seen the suspension of 
its chairman, an Important 
position tn a country where 
securities regulations are 
often unclear and the SEC is 
required to rule on politic- 
ally-sensitive business 
Issues. 
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WORLDRISK coverage 


y 

jJIUJU sent him halfway around the world to mine opportunity. He’s a valuable employee. 
He’s in trouble . What should you do? Do you know the laws? The culture? The courts? 

This is the real world small companies live in when they work overseas. When things go 
wrong, they go wrong on a large scale. And if your company is not properly covered, the world 
becomes an ugly place. 

How can AIG help? By doing things others can’t. By taking what you know about ''insurance" 
and turning that notion on its head. 


Who insures 



Take our WORLDRISK" coverage. It goes far beyond the mere coverage of method of 
shipment or unforeseen events. Our coverages insure you against property damage, product 
liability, marine and foreign travel accidents, kidnapping, ransom, and extortion, and provide 



fo r emergen^jqaedical assistance. 


Perhaps our greatest strength lies in our ability to act swiftly most anywhere. We bring 
a truly international perspective to doing business. This organization was founded overseas 
80 years ago and has grown to become one of the largest multinational insurers in the world. 

. . Today, because we have operations in virtually every major market, we have people 
who bring a local understanding to your business, who grasp the intricacies of a foreign culture, 
who can negotiate foreign law. We’re usually the first to roll out the carpet in emerging markets. 

This experience uniquely positions us to work where others can’t, to tackle problems 
others shy away from. And because our reputation is solidly backed by Triple- A- rated financial 
strength, you can rest assured that the AIG Companies will be there for you. 

So no matter what the risk, no matter where the risk, the AIG Companies possess the 
experience, sophistication, and global resources to custom-tailor a policy that places a buffer 
between you and the unexpected. 

Call your broker or e-mail daniel.confalone@aig.com to find out more about our 
WORLDRISK" coverage. 

What’s the worst that could happen? That’s what we think about every day. 


WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES 

American International Companies, 70 Pine Street Dept. A, New York, NY 10270. www.aig.com 


• r ir - s . pny-a&j ty nteinber irn-nparoes n American International Group, Inc tesuaxs of courage Is subject fa undtfwiring. t-wra* relw to he acluai polk* far a complete upscnptsjn of oop* *mf i.rnfaiia* l-:- 


cuwa-. 



PF 


] 


He 

fir 


Ha 

thi 

we 

lac 

paj 

thi 

tin 

trii 

the 

1 

gn 

su 

we 

01> 

in 

Sti 

pe 

stc 

Cre 


co 

bu 

mi 

be> 


in' 

uc 

an 


of 

ab 

tie 

El 

th. 


of 

Ba 

(B 

on 

th- 

pr 

su 

ni 


or 

ba 

as 

cu 

tir 

re 

su 


m 

be 

BI 

fn 

tit 

nc 

er 

At 

m 

ie 

ar 


A 

ta 

in 

tt 



. -rA;;.- »r 



10 


FINANCIAL TIMES THURSDAY DECEMBER 1 7 Mt. 


INTERNATIONAL 


Kilim*' 


Koreans claim 
breakthrough 
in cloning 
of humans 


By John Burton in Seoul 
and CUve Cookson in London 


South Korean medical 
researchers say they have 
conducted a breakthrough 
experiment in human clon- 
ing. before aborting it at 
early stage for ethical and 
legal reasons. 

Researchers at the infertil- 
ity clinic of Kyunghee Uni- 
versity Hospital in Seoul 
said they cultivated a 
human embryo in its early 
stages using an unfertilised 
egg and a body cell taken 
from a woman in her 
thirties. 

The research team headed 
by Kim Sung-ho and Lee Bo- 
yon said the embryo had 
divided into four ceils, the 
stage at which it would be 
ready to be implanted in the 
uterus and later develop into 
a foetus, before the experi- 
ment ended last Friday. 

No one else in the world 
has claimed the production 
of an embryonic human 
clone. But researchers at the 
Ruslin Institute near Edin- 
burgh who produced the 
first cloned mammal, Dolly 
the sheep, two years ago. 
said that in the absence of a 
proper scientific paper there 
were doubts about whether 
the Koreans had succeeded. 

“We are also puzzled as to 
why Dr Lee Bo-yon and his 
colleagues went ahead with 
their experiment at this par- 
ticular time," said Harry 
Griffin, assistant director of 
the Roslin Institute. “There 
is little in the reports to sug- 
gest that their work is part 
of a substantial programme 
of research." 

Implanting genetically en- 
gineered human embryos Is 
banned in Korea under regu- 
lations adopted by the Korea 
Medical Association in 1993. 

Korea has shown great 
interest in infertility 
research, including “test 
tube" babies, because of the 
strong Confucian emphasis 
on producing families. Seoul 
National University, the 
nation’s leading university, 
recently claimed a successful 


cloning experiment on a cow 
with the cloned foetus expec- 
ted to be born next year. 

Dr Lee said he was 
opposed to cloning of com- 
plete humans, but said the 
technology could lead to the 
production of replicated 
organs for transplants. 

News of the experiment 
drew protests from local 
environmental groups, who 
held a rally In front of 
Kyunghee University where 
they demanded an end to 
human cloning research 
because “it threatens the 
future of mankind ". 

The Korean parliament is 
considering legislation that 
would prohibit gene re-as- 
sembling experiments 
"which infringe upon the 
dignity of h uman beings". 

The Kyunghee University 
team said it would not 
attempt to experiment fur- 
ther until there was a sodai, 
legal and moral consensus to 
support cloning. The experi- 
ment consisted of replacing 
the nucleus of donated egg 
cell with nucleus of an ordi- 
nary body cell and then 
inducing the egg to divide as 
if it was fertilised. The 
embryo, if brought to matu- 
rity. would be genetically 
iriptirireii to the donor of the 
body cell. 

The experiment used the 

same technique as that of 
Teruhiko Wakayama of the 
University of Hawaii, who 
produced 50 cloned mice 
from several different adult 

animal* in July. 

The Hawaiian researchers 
said they took the DNA 
material out of the nucleus 
of a mouse egg and injected 
the nucleus of another 
mouse cdl into it. They then 
manipulated the egg into 
acting like a newly fertilised 
egg, which started growing. 

The embryo was trans- 
ferred into a surrogate 
mother, who gave birth to 
what were believed cloned 
mice, which were then fur- 
ther cloneda clone of the 
original donor mouse. 


Ckmtog people. Page 16 


UNSCOM 


REPORT INSPECTORS 'ENCOUNTERED SERIOUS PROBLE MS BUT NOT FATA Lj^^OTHEjB WORK- 


Diplomats question whether Iraqi 
obstruction justifies military action 


By Route Khataf In London 


The scathing report on Iraqi 
compliance delivered by 
Richard Butler, the chief 
United Nations weapons 
inspector, was yesterday 
being closely examined by 
western governments, with 
some diplomats questioning 
whether Its conclusions jus- 
tified a military strike. 

In his 10-page report. Mr 
Butler outlined a series of 
obstructions encountered by 
Unscom, the special commis- 
sion. They Included Iraq's 
refusal to hand over 11 out 
of 12 documents requested 
on November 17 on the 
grounds that the rest either 
did not exist, had been 
destroyed or were irrelevant 
to Unscom’s work. 

Mr Butler said the one doc- 
ument provided did not 
appear to contain the infor- 
mation sought by the com- 
mission. Iraq, however, had 
offered to allow inspectors to 
see a key document on 
chemical weapons but only 
In the presence of Prakash 
Shah, the UN secretary gen- 
eral's representative in 
Baghdad - a condition 
rejected by Unscom. 

In the long-range ballistic 
missiles area, Mr Butler said 
Iraq bad provided some clar- 
ifications sought by the com- 
mission but refused to allow 
the removal of missile 
engine components. Nor 
would it provide any new 
substantial information on 
Its biological weapons activi- 
ties. 

In Inspections by a biologi- 
cal weapons team, Unscom 
said it had not been allowed 



A humanitarian worker in Baghdad wafts for a bus evacuating UN staff to Jordan yesterday. The 
‘ ac a tt d n y' Butter report surprised tfipi om a t s 


Reuters 


to interview students in uni- 
versities even though biolog- 
ical research had taken place 
there. 

Mr Butler noted that Iraq 
had largely co-operated with 
monitoring teams who 
Inspected dual-use facilities, 
but problems arose in some 
cases, such as Iraq's placing 
of “unacceptable conditions 
on the photography of 
bombs, citing national secu- 
rity concerns". The most 
serious Incidents of lack of 
co-operation were In refusal 
of access to some sites. 


Inspectors were turned 
away from a ruling Baath 
party building because 
modalities for inspections 
agreed in 1996 stipulated 
that a limited number or 
inspectors would enter such 
sensitive sites. Mr Butler 
said these modalities had 
been revised in subsequent 
discussions with Iraqi offi- 
cials. 

He added that Baghdad 
had in the same inspection 
introduced new require- 
ments. Moreover, Mr Butler 
said two other sensitive sites 


where access was provided 
had been emptied of relevant 
materials. 

Mr Butler concluded that 
Unscom was not able to con- 
duct the substantive disar- 
mament work mandated to it 
by the UN Security Council 
and give the council the 
assurances it requires on 
Iraq's prohibited weapons 
programmes. 

But Kofi Annan, the UN 
secretary general, who for- 
warded the report to the 
Security Council, appeared 
to give a more mitigated 


reading of the report, noting 
in an introductory letter that 
the document presented a 
“mixed picture" and .saying 
that Unscom, the special 
commission, did not enjoy 
“full co-operation" from Iraq. 

According to a senior dip- 
lomat in Baghdad. Mr But- 
ler’s conclusions, while 
p o i nti n g to serious problems, 
should: not- necessarily be 
construed as presenting a 
fetal Wow to the system of 
inspections or monitoring. 

"The whole diplomatic 
communit y, which has been 
closely monitoring these 
inspections, was surprised 
by the report,” said a senior 
western diplomat. “We did 
not consider that the prob- 
lems reported during the one 
month of Inspections were 
major incidents." 

The diplomat said, for 
example, that the revised 
modalities for inspecting 
sensitive sites, and allowing 
more inspectors to enter, 
were targeted at large mili- 
tary installations whereas 
the Baath party building 
over which Iraq and Inspec- 
tors wfafififirf was located in a 
'Ra ghriad bouse. 

“We are not justifying 
Iraqi actions, but many of 
the problems encountered 
point to the need to establish 
clearer rules for inspec- 
tions,” he said. “Unscom's 
mandate says it should have 
full access but take into 
account Iraq’s sovereignty, 
dignity and national security 
mnpBms This leaves room 
for questions and will 
always give rise to prob- 
lems.” 


Aids drugs fail to halt spread of HIV 


By Victoria Grtffih in Boston 


The highly effective Aids 
drugs that have been widely 
used in the US and Europe 
since 1995 do not eradicate 
the virus in the semen of 
Infected men, according to a 
report published today in the 
New England Journal of 
Medicine. Thus, the risk of 
transmission through sexual 
contact persists. 

The study may explain 


why infection rates remain 
unchanged in the industrial 
world since the “miracle 
drugs” came on the market, 
despite a sharp drop in death 
rates. Protease inhibitors 
and cocktail drug combina- 
tions have lowered the mor- 
bidity rate In the US and 
Western Europe by up to 
two thirds over the past 
three years, but the number 
of Americans and Europeans 
contracting tbe disease each 


year is unchanged, at about 
75,000. 

Scientists from the Jeffer- 
son Medical College found 
that while antiviral therapy 
can reduce the levels of HIV 
below detectable levels in 
patients' blood and lym- 
phatic tissues, the virus per- 
sists in their semen. 

They advance two theories 
to explain this phenomenon. 
Most likely, cells infected 
during an earlier stage of the 


disease entered and 
remained in the male genital 
tract It Is also possible, say 
the authors, that the new 
treatments have a bard time 
penetrating the thick tissue 
barrier in the male testes. 

The levels of HIV In the 
gpnipn of infected rqpn tak- 
ing strong antiviral medicine 
are lower than they would 
be without therapy, say the 
scientists. However, becaus e 
patients live longer and feel 


healthier, they may become 
more sexually active, boost- 
ing the rhannpg of spreading 
the disease. 

The New England Journal 
of Medicine, in an editorial 
accompanying the report, 
urges safe-sex education to 
prevent patients on antiviral 
therapies from infecting oth- 
ers. In the US. about 70 per 
cent of patients with HIV are 
using protease inhibitors; in 
Europe, about 30 per cent 


UN in 
$1.3bn 
aid 


appeal 


By Ranees WHtons to Geneva 


The United Nations yester- 
day launched an appeal to 
donor nations for il-3bn In 
1999 to fund humanitarian 
assistance for 25m people in 
13 countries and regions suf- 
fering “complex emergen- 
cies” aggravated by war. 
civil conflict or other tur- 
moil* 

The biggest sums relate to 
the former Yugoslavia and 
Albania (S359.4m), North 
Korea (5274jtol. and Afghan- 
istan (Sil3ra). The UN will 
shortly be Issuing a sep- 
arate appeal for $2O0m for 
Sudan, but details were not 
ready yesterday. 

The consolidated appeal is 
tbe first to cover not only 
the overall needs of ail UN 
agencies and programmes 
operating in those countries 
but also those of noti-UN 
organisations such as the 
Red Cross and Red Crescent 
and leading aid agencies. 

Sergio Vieira de Mclln, UN 
under-secretary general for 
humanitarian affairs, said 
the appeal was part of the 
overall UN reform pro- 
gramme and was designed to 
bring a more coherent 
approach to helping coun- 
tries in crisis. 

Donor nations, which 
received details of the appeal 
yesterday in Genova, had 
already indicated that they 
might be more responsive 
to the new approach, he 

yrtdpd 

In 1996 the UN raised less 
than half the $2 .2bn it had 
asked for. the biggest short- 
falls being In Eritrea and 
Ethiopia, Sierra Leone. 
Somalia and Tajikistan. 

Mr Vieira de Mello said 
one reason for this might 
have been a “Lick of credibil- 
ity” In the UN’s demands, 
which the latest appeal was 
intended to put right. 

He also cited budget -tight- 
ening in donor countries and 
increasing “donor fatigue" in 
relation to tong-running and 
seemingly intractable con- 
flicts such as the civil war in 
Sudan. 

At the same time, he noted 
that the 1999 appeal was 
“roughly equivalent to a 
half-day’s total military 
expenditure”. 


WORLD TRADE 


Japan to put 1,000% tariff on imported rice 


By MicMya Nakamofo in Tokyo 


Japan is poised to defy 
warnings by the US and Aus- 
tralia and announce tariffs 
of about 1.000 per cent on 
nee imports, a decision that 
is certain to trigger outrage 
among Its trading partners. 

The ruling Liberal Demo- 
cratic party, tbe agriculture 
ministry and the Zenchu, the 
form lobby, are close to 
agreeing the switch from a 
system of import quotas to 


tariffication, which is expec- 
ted to be officially sanc- 
tioned as soon as Prime Min- 
ister Keizo Obuchi returns 
from a meeting of the Asso- 
ciation of South East Asian 
Nations tomorrow. 

In a bid to protect tbe last 
fortress of Japan’s agricul- 
ture market, the government 
is moving towards imposing 
weight-based tariffs as high 
as 1,000 per cent, or more 
than Y350 ($3) per kilogram 
of imported rice. That could 


raise the price of popular 
brands of US rice to Y500, or 
25 per cent more than qual- 
ity brand domestic rice. 

US and Australian trade 
officials have expressed con- 
cern that LQ00 per cent tar- 
iffs could cripple their rice 
exports to Japan. Last 
month Japan was criticised 
for refusing to reduce for- 
estry and fishery product 
tariffs. 

The Japanese government, 
however, is adamant that. 


under World Trade Organi- 
sation rules, it ' is not 
required to consult any of its 
trading partners before de 
riding on tariffication. 

The government is keen to 
move quickly since it must 
notify the WTO of its deci- 
sion by mid-December in 
order to introduce tariffica- 
tion by next April. 

Frustration has been 
mounting among domestic 
rice growers who are faced 
with production cuts as 


Japan's surplus of rice has 
risen to unbearably high lev- 
els. The government has 
introduced an emergency 
programme of production 
cuts in order to reduce the 
rice surplus. 

Rice farmers are calling 
for a repeal of the Uruguay 
Round agreement which 
opened tbe Japanese market 
to a minimum level of 
imports in 1995. Many mem- 
bers of the ruling LDP would 
also like to see a repeal of 


the agreement, which was 
made by the coalition gov- 
ernment when the LDP was 
out of power. 

Under the minimum 
access rule, Japan is commit- 
ted to increasing rice 
imports each year until 2000 
when it must import 8 per 
cent of annual domestic con- 
sumption. Switching to tarif- 
fication would enable the 
government to restrict that 
level from next April to 72 
per cent 


Gallic charm plays American clout in 
$7bn battle to sell fighters to Abu Dhabi 


The French are waiting in the wings as 
Lockheed’s big Gulf defence contract 
starts to nosedive. Robin Alien reports 


M 



utual disenchantment 
is growing in the long- 
running saga of US 
aLtempts to sell $7bn worth 
of fighters to oil-rich Abu 
Dhabi, leader of the seven 
states which comprise the 
United Arab Emirates. 

This week a team of UAE 
air force technicians is in 
the- US for tbe Litest round 
of talks with US defence 
planners and officials of 
Lockheed Martin. 80 of 
whose F-18s ore on the nego- 
tiating table. 

Meanwhile France, benefit- 
ting from political gaffes by 
the US and a recent charm 
offensive by President Jac- 
ques Chirac has not only 
wrapped up separate defence 
contracts worth $5bn, but 
also put France’s latest 
fighter, the Rafale, back into 
contention with Lockheed. 

For more than a decade, 
Lockheed has spent tens of 
millions of dollars trying to 
penetrate the UAE defence 
market and displace 
France’s near monopoly. 

Confirmed as the frontrun- 
ner more than two years 
ago. Lockheed’s chances 
seemed to have Improved 
still further when US Vice 
President Al Gore and Abu 
Dhabi’s crown prince Sheikh 
Khnlifah Bin Zayed 
announced Lockheed’s for- 


mal selection in Washington 
lost May. But Sheikh Khali- 
fah stopped tantalisingly 
short of signing a contract 

Then, in September, the 
US did immeasurable politi- 
cal damage to Lockheed’s 
chances by scoring a public 
relations “own goal” when 
the text of a private talk 
given by David Utt, the out- 
going US ambassador, to the 
local American. Business 
Group was inadvertently 
released to the press by the 
US embassy. 

Mr Utt “advised” the UAE 
to introduce “democracy, 
transparency, and stable 
institutions”, and enhance 
the "legitimacy" of 
UAE’s “decision-makers 

Hereditary Gulf rulers do 
not take kindly to public lec- 
tures on “democracy" or 
“legitimacy”, and indi gnant 
editorials in UAE and Gulf 
newspapers attacking "US 
meddling" reflected official 
UAE anger. 

A much-publicised Penta- 
gon offer, made three days 
before Mr Utt’s talk, to tot 
the UAE have 491 Raytheon 
missiles to go with the F-lSs, 
was studiously Ignored by 
Abu DbsbL 

The contrast between this 
“foot-ln-mouth” behaviour or 
the US and that of President 
Chirac could hardly be more 


the 


striking. The French presi- 
dent has made two visits to 
Abu Dhabi in the last year 
alone. Last week, he was the 
only western head of state to 
send a masmipi of friendship 
to Gulf rulers at their 
annual summit in Abu 
Dhabi; a gesture which their 
Highnesses duly recipro- 
cated by devoting an entire 
paragraph of thanks to 
France In their final commu- 
nique. 

Soon after the American 
public relations disaster 
came two more Abu Dhabi 
orders for French equip- 
ment The first was a $3_2bn 
contract last month to Das- 
sault Aviation for 30 new 
Mirage 2000-9 fighters and 
the modernisation of 33 
Mirage 2000-53 already in its 
armoury. The second was a 
52 b n contract for 
Anglo-French nHsaHpg from 
Matra BAe Dynamics. 


B ut despite these set- 
backs. US analysts 
Insist there are serious 
reasons for buying Ameri- 
can. “If push comes to 
shove” said one US defence 
analyst, “the US. alone of all 
western powers, is in a posi- 
tion to defend Gulf states. 
Defence arrangements with 
France or Britain or anyone 
else are meaningless If the 
US is not there; and Abu 
Dhabi knows that as well as 
any other Gulf state.” 

Difficulties however, 
remain over the F-IGs. The 


first, on Abu Dhabi’s side, Js 
the price tag. The second is 
prestige. Abu Dhabi wants 
only the latest and the best 
of F-I6 technology. That 
means the source codes for 
the Lockheed's avionics soft- 
ware. 

The source codes dictate 
the speed and effectiveness 
with which missile warheads 
can be configured to respond 
to a threat. At the highest 
level of intelligence they also 
give the location of “friendly 
forces". So fn the wrong 
hands source codes could 
enable a fighter to target tbe 
US’s own forces. 

The US restricts almost all 
buyers of US equipment to 
“degraded", second-best, 
source codes. For the UAE. 
according to US analysts, 
this would mean the F-16S 
would still be more than a 
match for any threat from a 
potentially hostile regional 
power such as Iraq or Iran. 
The UAE. however, wants 
only toe best 

Pentagon strategists are 
not swayed by these 
demands; any more than by 
commercial considerations, 
“which are all the French 
care about.” as one US 
observer remarked between 
clenched teeth. 

What counts are three cri- 
teria laid dawn more than 20 
years ago, which reflect US 
concerns as a global power. 

First, the recipient has to 
demonstrate the US technol- 
ogy meets a legitimate 



A US Ah Force F-18 being refueflad in iriktak. The Abo Dhabi deal 
is dogged by American ineptitude, sensitive technology and US 
strategic considerations Routers 


defence need. Second, that it 
can assimilate the technol- 
ogy it wants to buy. Third, 
US planners have to be satis- 
fied the technology transfer 
will not upset the regional 
strategic balance of power. 
The UAE does not entirely 
satisfy any of these criteria. 

According to US analysts, 
the US’s failure to penetrate 
the lucrative UAE defence 
market is giving the edge to 
many US officials. Including 
William Cohen, the defence 
secretary, and airforce rhfof 
of staff. General Michael 
Ryan, who argue that a 
“coalitio n strategy" based on 
the collective cooperation of 
all six Gulf states is, accord- 
ing to a defence consultant, 
“a crock and out-of-date". 


These officials lean 
towa rds a “northern tier* 
strategy based more on the 
three tipper Gulf states. Bat 
rain, Kuwait and Saudi 
Arabia. . . 

These states are seen to be 
more central to us concerns 
of defence cooperation and 
the strategic balance of 
power. 

But while the US wants a 
Lockheed deal in a hurry, 
Abu Dhabi is happy to let 
negotiations drag on. “Pro- 
duction of the F-16 will not 
start for three and a hair 
years,” one Gulf analyst said 
on Monday, “and with oU 
prices where they are. 
Sheikh Khnlifah may well 
feel Abu Dhabi has spent 
enough for now." 


US tries to 


fire up talks 
on China 


joining WTO 


By James Kynge tn Bapig and 
Buy de Jonqutores in London 


Attempts by President Bill 
Clinton to reinvigorate the 
stalled talks on China's 
entry into the World Trade 
Organisation face a stiff test 
today, when senior US and 
Chinese officials meet in 
Washington. 

The meeting Is the first 
high-level exchange since Mr 
Clinton sent a confidential 
message in late October or 
early November to Jiang 
Zemin; the. Chinese presi- 
dent, which suggested that 
new enthusiasm should be 
injected into the WTO 
accession talks, sources 
said. 

The message was relayed 
to Mr Jiang around the time 
that Mickey Kan ter former 
US commerce secretory and 
trade representative, visited 
China. It was not clear, how- 
ever, whether Mr Kantor 
himself was the messenger , 

But despite the US hopes, 
prospects for progress in 
China’s accession talks 
appear to have been put at 
risk by Beijing's recent 
moves to restrict foreign 
access to its domestic mar- 
ket, which the US says are 
increasing its trade deficit 
with China. Washington 
puts the deficit to at $60bn 
this year, but Beijing says it 
is much tower. 

David Aaron. US under- 
secretary of commerce, 
warned China this week that 
trade was no longer a 
“bright spot" in bilateral 
relations with China and 
bad become "toe single most 
disturbing factor”. He said 
the value of China's exports 
to the US was five times 
greater than its imports. 
creating an “entirely lop- 
sided” trade relationship. 

He said China's import 
curbs were damaging its 
economy by discouraging 


foreign investors, who were 
rapidly losing Interest in 
emerging markets when 
they could not achieve a 
profitable return there. “The 
bloom is off the rose,” Mr 
Aaron said. 

The US is expected to raise 
the latest example of market 
restrictions - an unpub- 
lished plan from China's 
State Council (cabinet) to 
reduce the market share of 
foreign telecoms equipment 
makers - at today's Joint 
Commission on Commerce 
and Trade meeting. It is 
expected to include, for the 
first time, representatives 
from China’s ministry of 
information Industry, which 
regulates the telecoms sec- 
tor. 

Other Chinese restrictions 
irking Washington include a 
planned price cap on phar- 
maceuticals sold by foreign 
companies, curbs on foreign 
exchange transactions and 
insurance industry invest- 
ments, and efforts to 
increase domestic agricul- 
tural procurement, in 
alleged violation of an agree- 
ment with the US. 

Recent statements in Bei- 
jing that China must find a 
“thousand and one" ways to 
boost exports have added to 
Washington's concerns. 

China points to the respon- 
sibility it has displayed this 
year by not devaluing its 
currency, the renminbi, 
despite economic pressures, 
and says much of the imbal- 
ance in bilateral trade is due 
to exports by US manufac- 
turers in China. 

Mr Aaron said the US 
wanted China to join the 
WTO, but that Beijing must 
table “a very good offer" if 
progress was to be made. 
Same Chinese officials 
appe ared hesitant about 
WTO membership while the 
country was making big 
domestic reforms, he said. 
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VISA 


To give member banks control over all the information they need to trim 
operating costs and fine-tune their marketing efforts. 


STRATEGY: 

Integrate terabytes of complex data to provide detailed information on over one billion transactions each month. Distribute as 
secure, custonrY-tailored CD-ROMs available to over 14,000 member banks worldwide. 


PRODUCTS: 

Informix® Dynamic Server,™ Enterprise Consulting and 
24 x 7 Informix Technical Support. 


OUTCOME: 


Member banks cut costs, increase profits. 
Smarter data gets all the credit. 
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Informix builds the biggest, fastest, smartest data engines. For business. 

To find out more about the technologies Visa used, visit our Web site, or call us at +44-181-818-1000 (Europe) or 1-800-331-1763 (U.S.). 
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COMPETITIVENESS ‘WE WILL LEAD A CRUSADE TO DEVELOP IN BRITAIN THE SPIRIT OF ENTERPRISE S O CHARACTERISTIC OF THE US’ 

Blueprint for arresting economic decline 


By Deborah Hargreaves 
in London 

The government yesterday 
set out its proposals for 
reversing a century of rela- 
tive economic decline in the 
UK. The white paper (gov- 
ernment policy statement} 
on competitiveness unveiled 
by Peter Mandelson, chief 
industry minister, ranges 
from promotion of science 

and engineering to finan cial 
help For entrepreneurs and 
limited protection from cred- 
itors for small companies in 
difficulties. 

“We will lead a crusade to 
develop in Britain the spirit 
of enterprise, so characteris- 
tic of the US, so that we 
seize the new business 


opportunities before us.” Mr 
Mandelson said in the House 
of Commons. 

At the heart of the propos- 
als is the need to create a 
“knowledge culture" in the 
UK where too many people 
leave school with no qualifi- 
cations and where much aca- 
demic research is conducted 
with little relevance to 
Industry. 

“A new economic land- 
scape beckons, radically 
changing the terms on 
which businesses compete 
with each other," Mr 
Mandelson went on. 

The lack of success of pre- 
vious government initiatives 
towards improving competi- 
tiveness was highlighted in a 
report earlier this week 


Interventionist 
policies of old 
are renounced 


which ranked Britain's engi- 
neering industry llth out of 
14 EU countries In terms of 
labour productivity. 

The report for the Euro- 
pean Commission by Ger- 
many's Ifo research institute 
showed output from the 
UK's mechanical engineer- 
ing industry in 1996 was 
worth Ecu35,400 per worker 
- on a value-added basis - 
compared with an EU aver- 
age of ECU43.100. The 
value-added measure gives 
total production for each 
country, minus Inputs such 
as costs of bought-in parts. 

Britain has also fallen 
behind most of its important 
competitors in public fund- 
ing of university research 
according to a recent report 


UK's rivals posh ahead 

Mmtiy-Qnaacad R&D (bs % d GOP) 

zs : 


by the Organisation for Eco- 
nomic Co-operation and 
Development. The UK 
ranked 15th out of 19 OECD 
countries In terms of spend- 
ing per head of the national 
labour force on scientific 
research. Germany. France 
and the US spent nearly 
twice as much money on sci- 
ence as the UK. 

One of the UK's big prob- 
lems has been transferring 
academic research Into 
Industrial expertise. The UK 
has a highly developed aca- 
demic research base and 
wins more major science 
prizes than any country 
apart from the US. “But uni- 
versity R&D. is too rarely 
translated into UK commer- 
cial success.” the paper says. 


Industry spending on 
research and development 
has declined relative to the 
UK’s most important com- 
petitors - to less than one 
per cent of gross domestic 
product compared with two 
per emit in Japan. 

Mr Mandelson wants uni- 
versities to set up creative 
partnerships with industry 
to help transfer knowledge. 
The government is setting 
up a £20m reach-out fund 
and £25m science enterprise 
challenge to this end. 

Another important chal- 
lenge is to improve the lev- 
els of skffls atwnng the work- 
force. The UK has a large 
proportion of graduates - 
roughly 20 per cent of the 
total population • who have 


received a high quality edu- 
cation. But it also has a vast 
rump of workers with no or 
low level qualifications and 
very few with vocational 
skills. Graduate qualifica- 
tions are Level Four and 
technical and other voca- 
tional qualifications gained 
after aschool are Level 
Three. 

Germ any has almost 50 

. per cent of its workers who 
achieve Intermediate level 
usually through well 
structured vocational train- 
ing. “In a knowledge driven 
economy we cannot squan- 
der 30 per cent of the poten- 
tial workforce through poor 
education and social exclu- 
sion.” the UK government’s 
paper says. 


By Kevhi Brown 

and Paul Taylor in London 


The policy paper pledges 
there will be no resort to the 
interventionist policies of 
the Labour governments of 
the 1960s and 1970s, when 
“to be modem meant believ- 
ing in planning”. Its 75 com- 
mitments are intended to 
promote entrepreneurship, 
modernise the science and 
engineering base, develop 
the skills base, encourage 
companies to collaborate 
effectively and increase com- 
petition and consumer 
choice. 

“I will introduce an Elec- 
tronic Commerce Bill later 
in this session to bring our 
laws into the electronic age 
and reinforce confidence in 
electronic trading." Peter 
Mandelson, chief trade and 
industry minister, said in 
the House of Commons yes- 
terday. “I will appoint an 
e-Envoy to help lead for the 
UK in international discus- 
sions on electronic com- 
merce.” 

A government report 
issued with the competitive- 
ness paper yesterday notes 
that in terms of the uptake 
and use of information and 
communication technolo- 
gies. Britain is “on a par” 
with the US and Japan in 
business ownership of per- 
sonal computers with 
modems, but that the coun- 
try “lags way behind in the 
use of these for networking 
applications”. However, gov- 
ernment studies confirm 
that although Britain is 
behind the US in terms of 
the uptake and use of infor- 
mation and communication 
technologies, it is catching 
up. "Business use of the 
internet and web sites grew 


by 37 per cent and 40 per 
cent respectively in the UK 
last year, compared with 5 
per cent and 11 per cent in 
the US.” the report says. 
Nevertheless, it notes that 
growth rates in Germany 
and France were even faster, 
albeit from a much smaller 
base. 

Mr Mandelson said he 
would develop and publish 
indicators to. track the coun- 
try’s progress through a new 
Competitiveness Index. 
“Each year, the Government 
will review Britain’s prog 1 - 
ress against these indicators 
and agree what further 
action Is required,” he said. 

Other initiatives include: 

• An enterprise fund, 
partly privately funded, to 
distribute £150m ($250m) to 
growing businesses 

• Backing for business 
campaigns to promote entre- 
preneurs 

• Limited protection from 
creditors for businesses in 
difficulties 

• Funding for up to 10 pro- 
posals from industrial sec- 
tors to improve supply 
chains following a successful 
programme developed by the 
Society of Motor Manufac- 
turers and Traders. 

• Refocusing regional selec- 
tive assistance grants on 
skills, and providing £39m 
for a skills survey and £10m 
for spending on competitive- 
ness by regional develop- 
ment agencies. 

• Ministerial and regional 
encouragement for business 
clusters and networks, 
including a review of the 
planning system. 

• An action plan to mod- 
ernise protection for intellec- 
tual property rights. 

• Consultation on ways of 
encouraging more R&D. 



1»1 82 83 : .5*- «s ■ 86 87 

pfoporttorrt total popotettmiBoaecl to a gtrenloml ln i 994(^4 

UK 

Gunany 
Fiance 


89 


90 


92 S3 - M- ' 

GDP per water and pwteW W»lwltoT99B{QKpl O^ 



■ Lewi 2 tut not level 3 
or above 

■ Level 3 but not level 4 
or above 

2 Level 4 and above 


SO 


ftncMM 



Bankruptcy law to be reformed 


By Jbn Kafly in London 

The government's vision of a 
more risk-taking business 
environment includes what 
may be the most radical pro- 
posals for reform of insol- 
vency and bankruptcy law 
seen in a decade. 

“The government can start 
this process by ensuring that 
a business in trouble has a 
fair chance to pull itself 
round," says the government 
paper. 

As expected, three princi- 
pal reforms are proposed. 
First comes a new law that 
will hold creditors back 
when a business hits trouble 
and could allow manage- 
ment up to three months to 
get agreement on a rescue 
package. This reform was 
suggested by the previous 
[Conservative] government 
and now has more support 
from the banks who were 
initially critical. In a mrian 
way, it tips the balance more 
towards the debtor than the 
creditor thereby mirroring 
common US practice. 


Plans disappoint trade union bosses 


Trade union leaders were 
privately dismissive of the 
paper, saying it failed to 
tackle the fundamental 
reasons for the UlCs 
relatively poor business 
performance, Our 
Employment Editor writes. 
The Trades Union Congress 
is concerned the paper 
appears to see no rote for 
unions or employees in 
improving competitiveness. 
Social partnership is hardly 
mentioned, even though 
unions see it as a main 
reason for the superior 
performance of UK rivals, 


particularly Germany and 
France. “Recent events at 
Rover group have proved 
that trade unions have an 
essential role to play In 
dosing the UK’s, productivity 
gap and building best 
practice. " said John Monks, 
TUC general secretary. John 
Redwood, Industry 
spokesman for the 
opposition Conservative 
party, sakJ: "*The whole thing 
Is risfole and muddled. The 
policy In this paper is as 
much use to a redundant 
Industrial worker as an 
umbrella In a hurricane.” 


Second, there will be a 
review of the way business 
rescues work including a 
new look at the relative 
rights of different creditors 
“including the costs and ben- 
efits of any changes to the 
Crown’s preferential status”. 

The trade and industry 
ministry wants to review the 


privileged position of the 
Inland Revenue and 
Customs & Excise - an issue 
understood to have met 
resistance from the Trea- 
sury, which is worried about 
lost tax. 

There will also be some 
disquiet among the banks 
who may wonder if their 


own position is under threat. 
In the early 1990s, there was 
much criticism of banks 
pushing businesses into liq- 
uidation. Since then, they 
have been generally seen as 
more business-friendly. 

Third. th» government is 
to “consider” whether the 
laws need to be changed “to 
support enterprise". UK law 
is more creditor-friendly 
than its US counterpart and 
fundamental reforms may be 
considered. 

The paper also suggests 
the idea of easing restric- 
tions on bankrupts - that is, 
those personally insolvent - 
currently banned from run- 
ning a business. 

While a more entrepre- 
neurial approach is likely to 
be welcomed, the govern- 
ment will be wary of introd- 
ucing any changes which 
will be seen as making it 
easier for dishonest or 
unethical businessmen to 
exploit the system. 

Editorial Comment, Page 17 
Lex, Page 18 


Tobacco companies win 
right to challenge EU ban 


By John Mason, 

Law Courts Correspondent 

The government is to go on 
preparing to Implement the 
European Union ban on 
tobacco advertising and 
sponsorship even though 
four tobacco companies yes- 
terday won the right to chal- 
lenge the bon in the Euro- 
pean Court or Justice. 

A High Court judge in 
London ruled that British 
American Tobacco. Gallaher. 
Imperial and Rothmans 
could take the cose to the 

European Court to clarify 
the legal basis for the direc- 
tive. The government’s 
health department said after- 
wards it was “disappointed” 
the companies had been 
allowed to proceed. 

An official said the govern- 
ment would not alter its 


planned timetable of introd- 
ucing legislation by next 
summer to implement the 
directive. “The UK, along 
with other member states 
and the European parlia- 
ment. support the directive 
and are content with its 
legal basis,” she said. The 
directive should be imple- 
mented in full by October 1st 
IXKJti. 

The four companies and 
the Tobacco Manufacturers' 
Association had argued that 
the directive's legal basis - 
Article 100a in the Maas- 
tricht Treaty establishing 
the single market - was 
inappropriate. The UK 
health ministry had argued 
against a referral because 
the directive had not yet 
entered UK law. However, 
the judge in Londabn said 
there would be clear advan- 


tages to both the tobacco 
industry and the govern- 
ment if the legal basis of the 
directive was clarified by the 
European Court. 

Ian Blrks, head of corpo- 
rate affairs at Gallaher. said: 
“We believe we have a 
strong case and look with 
confidence to having it 
heard at the European 
Court.” Clive Bates, spokes- 
man for Action on Smoking' 
and Health (Ash), said he 
was not surprised by the 
court ruling but was 
“appalled” that the compa- 
nies were continuing their 
fight. 

“The tobacco Industry 
needs to accept we live in a 
democracy and that the gov- 
ernment and Europe have 
decided to try ami safeguard 
health by attempting to ban 
this harmful advertising." 


Incentive offered to owners 
who register ships in UK 


By Charles Batchelor, 
Transport Correspondent 


A tax break for shipowners 
who register their vessels In 
the UK is one of several mea- 
sures designed to boost the 
UK merchant fleet put for- 
ward yesterday by John 
Prescott, deputy prime min- 
ister and chief transport 
minister. 

In a document outlining 
the proposals, the govern- 
ment said it would review 
the possibility of replacing 
conventional corporation tax 
with a “tonnage tax" in the 
run-up to the next national 
Budget This would reduce 
the level of tax on the indi- 
vidual shipowner but, if 
more ships were attracted to 
the British flag, would 
increase the Treasury’s tax 
take over time. 


Hie government will also 
look at measures to boost 
training and increase the 
employment opportunities 
for British seafarers. 

Maersk, a Danish com- 
pany, said yesterday it 
would put four of Its smaller 
container vessels on the UK 
register. 

Mr Prescott said: "Ship- 
ping is a growth Industry. It 
offers enormous trading 
opportunities and environ- 
mental benefits and I want 
to make sure that Britain 
takes full advantage of 
them.” 

The measures were wel- 
comed by the Chamber of 
Shipping.' “The' key issues 
for the industry are to 
encourage more training and 
employment of British sea- 
farers and to establish a 
competitive tax environment 


which enables our compa- 
nies to compete on the same 
footing as their rivals,” it 
said. 

The size of the UK-owned 
fleet has shrunk by two 
thirds - from 37m dead- 
weight tonnes to dwt - 
since 1980 w hile the number 
of British seafarers has 
fallen by more than 60 per 
cent, from 52,000 to 20,000. 

Nevertheless, shipping is 
the fifth largest services 
sector for the UK, earning 
£2.2 b n a year - more thaw 
the telecommunications, 
film and television or com- 
puter services industries, the 
chamber said. 

Creating a tonnage tax 
would bring Britain into line 
with several European coun- 
tries including Norway, 
Greece, the Netherlands and 
Germany. 
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FT EXPORT ANALYSIS 




British Aerospace is top 
performer for third year 

SoubRshed today. The company had exports year 

'Z^ZSSiSft ^ on 

data submitted by companies. nioomv back- 

BArfs performance standsotf t asansla 9^“^. 
ground for many exporters which oveMhe ^ttwo y. 
to/a been hit W th. strong rise m ^r^BothBP^ 
Rover - which last year were the UK*saecorw ana mwo 
b&S* exporters, with sales outside Brrtaoiworth L- 
and E3.9bnrespectiveJy - recorded small tails on their 

“SSf-S^npanles fiBum prominently in the upperrante 
of the UK’s exporters, underlining the economic in ?P® r ir . 
tance of businesses based 

exporters in the analysis, just 18 companies are UK-owned 
while IS have their headquarters in north Amer ica. 

Of the top 40 , two - the UK divisions of Nissan and 
Sony - are part of Japanese companies, and one each is 
owned by groups in Germany, France and Italy. These 
companies are respectively Rover, which is 
BMW car group; the Rhfine-Poulenc chemicals company, 
and the New Holland tractor supplier, which is part of Fiat. 
The UK divisions of Shell and Unilever, which are both part 
of Dutch/UK companies, also feature in the top 40 export- 
era in fourth and 29th positions respectively. Companies 
which stand out as having pushed up significantly their 
exports between 1996 and 1997 include the US-owned 
Compaq computer maker, which had £2.Sbn of exports 
last year, nearfy a quarter up on the previous year. This 
gave it sixth position (11th in 1996). Peter Marsh, London 
FT Exporter, Separate Section 

AIRLINE DECISION 


Virgin loses Moscow route 

The Ch/fl Aviation Authority yesterday reversed an earlier 
decision to aBow Virgin Atlantic to fly from London to 
Moscow' and awarded the route to British Midland. The 
GAA had awarded the route to Virgin in September, but 
was forced to hold new homings after British Midland 
appealed to the government It ruled that the authority had 
been wrong to take into account Virgin's plans to link up 
with Transaero. a Russian carrier, because the plans had 
not been finalised 

British Airways already flies to Moscow but the bilateral 
agreement between the UK and Russia allows for a sec- 
ond UK airfine on the route. In Its new decision, the CAA 
said that while Virgin would have provided better sen/ice 
between London’s Heathrow airport and Moscow, British 
Midland would offer better connections to passengers 
from the UK regions. Michael Skapinker, London 


BSE INQUIRY CLAIM 



Premier ‘did not take advice’ 

John Major, prime 
minister in the last 
Conservative govern- 
ment was accused 
yesterday by Doug- 
las Hogg, agriculture 
minister in his gov- 
ernment from 1995 
to 1997, of exacer- 
bating the BSE or 
“mad cow" crisis by 
failing to take his 
advice, Mr Hogg hit 
out at former col- 
leagues, claiming 
they rejected his 
suggestion of early 
measures to counter the possible spread of BSE to 
humans. In a five-hour evidence session at the BSE public 
fnquiiy in London, Mr Hogg (seen arriving at the inquiry) 
presented himself as the political victim of a crisis which 
was mishandled by Mr Major and his senior colleagues. 

Mr Hogg said that had his recommendations been fol- 
lowed, tile BSE outbreak would have been less “acute”. 

He said he had tried to persuade Mr Major to recommend 
that all beef products from cows over the age of 30 
months be taken off the shelves because of a higher risk 
of BSE infection. Mr Hogg said he also advocated an 
export ban on these products and the setting up of a pub- 
lic inquiry into the crisis. 

Both suggestions were rejected but implemented later. 
Had the government acted on his advice to stop the 
exports, the worldwide blanket ban on British beef might 
not have been imposed in March 1996, or at least lifted 
earlier than last month, he said. George Parker, London 

COMMERCIAL FISHING 


Minister backs EU quota cuts 

The government will today anger UK fishermen by backing 
proposals for deep cuts In allowable catches of fish in 
Bjropean Union waters. Eliot Moriey, the fisheries minister, 
wmsupportarguments by the European Commission that 
stocks would be endangered by failure to rein back quotas 
or by catching certain fish. 

Fishing organisations accept the need for cuts, but 

fS^^itlL COf T fesk>n,s proposaJs for cuts in total 

U £i° 30 ^cent are too severe and 
shodd be phased in. Although the government will, oppose 
swne Commission proposals as too severe, it believes 

™,thS e + J edUCti0nS are rea,tetic in some cases will 
the r ® comm ® n datk*ns are not severe enough. 

** ^* ch llmte December after 
reaving . advice from toe Commission based on estimates 

for ^bration 0 f Seas. 
The UK Is one of the EU s largest fishing nations, takina 
about a quarter of the total catch in major species It has 
tei fefor^t in about half.of more than 100 X*| e 
catches being set In Brussels. Michael Smith, Brussels 


Tax harmony UK’s ‘price of integration’ 


By Robert Chats, 
Economics Editor 



British politicians will have 
to accept tax harmonisation 
in Europe as the price of 
greater economic integra- 
tion, according to one of the 
independent experts on the 
monetary policy committee 
of the Bank of England, the 
UK central bank. 

In a lecture at London's 
South Bank University. 
Willem Bui ter, professor of 
international macroeconom- 
ics at Cambridge University, 
said that monetary union 
might increase the political 
momentum for harmonisa- 
tion. But this was not the 


decisive factor, he said. 
“Fundamentally, it is the 
real economic integration 
delivered by Margaret 
Thatcher [now Baroness 
Thatcher, former Conserva- 
tive party leader and prime 
minister] when she signed 
the Single European Act 
that will deliver greater tax 
harmonisation through the 
markets.” Prof Buiter said. 

“The greater market inte- 
gration due to the gradual 
Implementation of the Single 
European Act will force 
national policymakers to 
harmonise taxation and reg- 
ulation of mobile factors of 
production.” 

Prof Buiter said monetary 


union would deliver greater 
prosperity across the euro- 
rone than any alternative 
monetary arrangement. 
However, he was critical of 
the European Central Bank's 
reluctance to embrace 
greater transparency and 
accountability. 

He argued that the ECB 
should publish the votes of 
its governing council mem- 
bers when they decided on 
Interest rates. Contrary to 
the views of senior ECB offi- 
cials, he thou ght this would 
help insulate them from 
domestic political pressure. 

“The attitude of the ECB 
Is typical of a centra]! bank- 
ing tradition that vi era cen- 


tral banking as a sacred, 
quasi-mystical vocation, a 
cult whose priests perform 
the holy sacraments Ear from 
the prying eyes of the non- 
initiates,” Prof Buiter said. 

“This mystique of the cen- 
tral bank, and the excessive 
dubbishness and clannish 
behaviour it sometimes 
entourages, is both entirely 
unwarranted and a threat to 
the legitimacy of the pur- 
poses the central hank is 
intended to serve." 

Prof Buiter also warned 
that the BCB’s 17-strong gov-; 
eroing council was “too 
large for serious and produc- 
tive exchange of views, dis- 
cussion and group decision- 


making”. If all current Euro- 
pean Union members joined, 
this would take the council 
to '21 members and enlarge- 
ment could take it to 30 or 
more. 

“To remain an effective 
deliberative body, the one 
country-one vote principle 
will have to be given up 
sooner rather than later " he 
.said. “This of course would 
require an amendment to 
the treaty." 

The lessons from the early 
history of the US Federal 
Reserve also illustrated the 
fact that it would be “impos- 
• stble to retain a substantial 
role" for national central 
banks with monetary union. 


Years of steady growth 
in jobs total ‘at an end’ 


By Christopher Adams, 
Econo mi cs Staff 


Another Increase in the 
number of people out of 
work and claiming benefit 
was announced by the Office 
of National Statistics yester- 
day, providing farther evi- 
dence that recent tightne ss 
In the labour market may he 
easing. 

'The ONS said yesterday 
that unemployment rose in 
November for the second 
month tunning. The claim- 
ant count jumped 5,900 from 


a revised 1.328m to L329m. 
while the percentage of the 
.workforce claiming benefits 
was unchanged at 4.6 per 

cent, H 

The spreading economic 
slowdown has caused many 
employers, and manufectur- 
to cut costs 
am* scale back Investment 
Plans. Economists warned 
that a six-year trend of fell- 
ing unemployment may have 
reversed. 

.3?® ^ turned. The 

i«t m “^ufecturing 

is affecting demand for ser- 


jnces and it’s very difficult 
to see where extra jobs will 
tome from,'’ said John O'Sul- 
livan of Greenwich NarWest. 

An alternative measure »r 
unemployment, the Labour 
Force Survey, showed the 

unemployment rate 

unchanged at 6.2 per cenl 
between August and Octo- 
“r. The government con- 
£?*U h . at a rise in the job- 

|«s total was expected - its 

own forecasters predict a 

slowdown - but also drew 
attention to the record nuin 
bers in employment. 
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Solutions In Risk Management 



What a concept. Delivering risk management 
solutions around the globe to meet the growing 
needs of multinational businesses. Many 
insurance carriers talk about it. Few deliver. 

Now, two of the biggest names in risk management 
announce a global strategic relationship like no 
other. Travelers /Winterthur International provides 
multinational clients with customized property and 
casualty insurance solutions emphasizing superior 
program administration, risk management and 
claim services. The worldwide staffs of 
Travelers /Winterthur International offer a complete 
range of insurance products and services - workers' 
compensation, liability, property, specialty, multiline, 
integrated financial, alternative risk and more. 

Travelers/Winterthur International 

Setting a new standard in global risk management 


TravelersProperty Casualty J 


A member of Citigroup 


www.travelerspc.com 


Winterthur 

INTERNATIONAL 

a CREDIT SUISSE GROUP company. 

www.winterth ur.com 
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Detecting the undetectable 


Last December 121 
countries signed the 
Ottawa agreement banning 
anti-personnel landmines, 
writes Justine Newsome. 
Scientists worldwide are 
wortc[Rg on technologies to 
detect the different types 
of mines that have been 
deployed. 

In Ecuador, two 
European scientists have 
spent the past eight 
months working on a 
detection method that 
combines 

electromagnetics and 
ultrasound. 

The sophisticated mines 
on the market are “In 
theory detectable but not 
in practice" with current 
methods, says Alfred Kolb, 
a German military 
engineer. Tiny metal parts 
can be shrouded in 
impenetrable plastic and 
•Expensive mines are so 
well encapsulated that 
so-called sniffers cant 
smell anything," he says. 

Together with Jesus VHa, 
a Spanish physicist, Mr 
Kolb has been using 
electromagnetic waves to 
detect faults in 
conductivity, bi laboratory 
experiments to detect 
objects such as Itafian and 
Russian mines buried in 
sand, they found that each 
object gave a unique - 
conductivity reacting at 


certain frequencies. There 
was a difference at a 
specific frequency, for 
instance, between an 
empty battle and on© fined 
with water. Mr Kolb says 
ultrasonic waves provide 
“confirmation" data. 

Once software to 
Interpret the data stream 
from readings has been 
developed, the kit together 
with an adapted computer, 
battery pack and 
electrodes wffl fit Into a 
rucksack, the basic gear 
for “intensive demining 
group s with minimal 
personal risk”. A rucksack 
kit could be used to survey 
one or two square 
kilometres at a time, the 
scientists predict. 

After Investing $38,000 in 
equipment, $300,000 is 
needed over the next eight 
months to take the 
research beyond the 
laboratory, says John 
Fleming, manager of 
Quito-based San Lucas 
Investments, which has 
been helping raise funds. 

They wfll not be short of 
a testing ground. Ecuador 
signed a peace agreement 
ending a 56-year border 
conflict with Peru in 
October and up to 150,000 
mines must be cleared. 

San Lucas Investmen ts , 
Ecuador, tel 5932 986597 
fax 5932 986599. 


IN BRIEF 


Bid to modify 
PVC to cut 
health risks 

The posable health risks 
posed by phthaiate 
“plasticisers’, which give 
flexibility to PVC, has 
prompted consideration of a 
Europe-wide ban in babies’ 
toys. 

There is also concern 
about phthaJates used in 
medical applications, such 
as storage bags, because 
they can “migrate” out of the 
PVC into blood and other 
fluids. 

Researchers are 
responding to these 
concerns by trying to modify 
PVC to prevent this 
migration. 

Researchers at the Sree 
Chitra Tirunal Institute for 
Medical Sciences in India 
put forward a possible 
method in a letter in today’s 
Nature, the science journal. 
When PVC is treated with 
sodium sulphide in the 
presence of water and a 
suitable catalyst, the 
polymer chains make 
crosslinks that stop the 
plasticiser migrating out of 
the PVC. 

When exposed for six 
months to petroleum ether, 
the treated PVC lost virtually 
none of the DEPH phthaiate, 
whereas the unmodified PVC 
lost virtuaHy all its plasticiser 
in a day. 

Sree CMra Tirvnai Institute 
for Medical Sciences: India, 
tel 91471340801 ; e-mail 
bmtwing@md2. vsn l.nelin 

Cancer inhibitor 

A compound found in green 
tea helps ward off cancer, 
according to researchers in 
the US. 

Scientists at Purdue 
University found that EGCg. 
a compound in green tea, 
mhfoits an enzyme required 
for the growth of cancer 
ceils, tt was able to loll 
cultured cancer cells with no 
BI effect on healthy ceUs. 

Green tea differs from 
black tea in that the leaves 
are not allowed to oxidise. 
Instead, they are steamed 
and panshed, which 
preserves the natural active 
substances of the leaf. 

The starting point for the 
research was a study which 


suggested that people who 
(kink more than four cups of 
green tea a day appear to 
have lower overall risk of 
cancer. 

Purdue University: US, tel 
7654948233; http:// 
www.purdje.etiu/ 

Body image 

A pioneering medical 
imaging technique that 
measures the electrical 
conductivity of body tissues 
is being developed by the 
US National institutes of 
Health. 

The technique will provide 
a much more detailed image 
of the body than traditional 
scans, allowing doctors to 
distinguish between breast 
tumours and cysts, and 
between harmless lesions 
and dangerous fatty plaques 
on blood vessels. 

It will also make it possible 
to diagnose the extent of 
damaged heart tissue, 
following a heart attack. 

The technique required a 
specialised superconducting 
magnet, which Is being 
designed by Oxford 
Instruments, an advanced 
instrument maker. 

Oxford Instruments: UK, tat 
(0)1865 393200; 
www.oxforcNnstwments.com 

Hydrogen fuel 

The possibility that hydrogen 
win become an increasingly 
important fuel has prompted 
research into 
environmentally friendly 
methods of producing it in 
large volumes. 

One potential route has 
been suggested by the 
analysis of a bacterial 
enzyme that uses iron to 
convert unwanted protons 
and electrons into 
hydrogen. 

Researchers at Utah State 
University have analysed an 
enzyme known as CpI, 
found in Clostridium 
paste url an urn, a 
micro-organism present in 
soil. The research, funded by 
the National Science 
Foundation, was published 
in the journal Science. 

National Science 
Foundation: US, te/ 
7033061444: 

Hshuklai@nsf.gov 

Vanessa Houlder 



MANAGEMENT AND TECHNOLOGY 



■flu Rue tlfl er v objectivity is his greatest friend, ha says 


INTERVIEW MIKE RUETTGERS, EMC 



Victoria Griffith speaks to a chief executive with an 


uncompromising approach 

With his easygoing charm, 
Mike Ruettgers, chief execu- 
tive of computer group 
EMC. does not seem Hke the boss' 
from fceH Hie jokes that his status 
as head of one of the most success- 
ful companies In the US doesn’t 
bring him “respect'; at bony.. "I 
still have to do the. dishes," he 
laments, bis demeanmsr implying 
that he- does not put up much of a 
fight. 

Yet beneath Mr Ruettgers’ 
soft-spoken manner lies a tough 
manager. “EMC can be a harsh 
environment for people who don’t 
perform," he admits. ,• 

Given EMC's sales and stock 
price perfo rmance ,- his hard edge 
■ should come as no surprise. While 
few consumers recognise the EMC 
namw, it is held in high esteem 
amo ng its piim+a The group — 

largest rr m tp nte r rarrrp an y in the 
high-tech region of New England 
following the taka over of Digital 
Equipment — seBs storage c apm - i ty 
to corporations that need to man- 
age vast amounts of date; airline 
and hatiMwg industries are heavy 
users of its products. 

According to Klplinger's Per- 
sonal Finance Magazine, EMC’s 
share price rise this decade - with 
an astounding 21,086 per cent 
return an each dollar invested - 
has been second only to DeU Com- 
puter, Sales stand at $4bn (£2.4bn) 
a year, Mr Ruettgers was named as 
one of the world’s 25 best managers 
by BusinessWeek. 

He refers to his style as “results- 
orianted management". “There’s 
no safety net here,” says Rick 
Wqjdk, vice-president of sales. 
“You’re hrfd accountable for what 
you da It can be a hard environ- 
ment, but far people with faith in 
their abilities, it can also be 
rewarding. 1 ’ 

To his credit Mr Ruettgers has 
tried to make his resulteorientated 
approach as humane as possible. 
Objectivity is his greatest friend, 
and performance relative to a list 
of pre-set targets' has become 
almost a religion at the company.. 
Of 9,000 employees, 400 have a 
hefty part of their compensation - 
at least 10 per emit - linked to 
quarterly goals. “Usually, you 


to business performance 

Tifl igfr* see kind of thing far the 
top 10 Tnanwgwrw at ft company, but 
we tflkft it Tn prh deeper,” be says. 

Some of the goals , are - simply 
mooring sales targets. Others are 

more complex: increasing customer 
satisfaction as measured by client 
surveys, or improving useabDity of 
the system. Many of the goals are 
cross-functional. “Engineering and 
customer service have to work 
fn pftw to improve client satisfac- 
tion,” Mr Ruettgers says. 

F-noh of 400 managers decides, 
wtth his or her bosses, on four or 
five goals for the quarter. Before 
and after the quarter, Mr Ruettgers 
personally reviews at least 40 sets. 
Employees receive full compensa- 
tion only if all goals are reached, if 


*We were bringing 
In people who had 
been successful 
in other companies, 


but failed here’ 



too many are missed, the worker 
risks being 


Doesn’t such a system discour- 
age risk-taking? Probably for some 
employees, but not for most, insists 
Mr Ruettgers. “The goals are rea- 
sonable. but aggressive,” he says. 
“People need to put themselves out 
& little if they’re going to reach 
them.” Mr Ruettgers says he offers 
a vtnri erf “amnesty” to a manager 
who tells him early bn when some- 
thing is going wrong. “Sometimes, . 
events in the twwinmy or markets 
just don’t go your way. or some- 
times you just make a mistake,” he 
says. “If a manager tells us [senior 
executives] early enough, we can 
often help, by suggesting a differ- 
ent tactic or adjusting the goals.” 

The environment at EMC is so 
tough that a few years ago its 
animal staff turnover was .17 per 
cent. That was considered bad even 
by computer industry standards, 
where oompaniw^ nan count on los- 
ing about 15 per cent of workers a 
year, on average. Low retention 




vas hurting the company. Mr 
Ruettgers says, by adding to traili- 
ng coats and undermining morale. 

Yet he felt towering standards 
nzs the wrong way to go. Instead, 
t was decided the company needed 

» be more selective 
>f employee « was ^rmg. we 
ised to think: hire smart people 
vho work hard.” Mr Ruettgers 
jsplains. “But we were bringing in 
>eopIe who had been extremely 
aiccessftil in other companies, and 
vho failed here." 

. Again, he turned to objective 
standards to make sense of the pro- 
*ss. Mi- Ruettgers created a list of 
jersonality characteristics, or 
‘competencies", for all job candi- 
iates at EMC. They Included a 
sense of urgency, and an ability to 
idapt quickly to change. 

During interviews, candidates 
ne now grilled on these competed 
ties. “You eventually get a feel for 
he people who are just telling you 
ff hat vou want to hear and those 
,rbo really rose to the occasion," 
ye says. “I also rely more on refer- 
ences these day's to get a strong 
sense of what the candidate is like. 
iVeTe not right all the time, but 
nore often than we were before." 
Staff turnover has fallen to 10 per 
rent annually. 

Mr Ruettgers is single-minded 


distraction. 

That is not to say EMC is a static 
company. The group developed a 
strong software capability when it 
became clear that clients wanted 
better ways to manage and store 
their data. But because the storage 
business is so profitable, and grow- 
ing so rapidly. Mr Ruettgers is 
wary of getting into lower margin 
businesses. The reluctance to slow 
EMC’s momentum stopped the 
company buying Digital Equip- 
ment last year. Other managers 
would no doubt have been tempted 
by the thrill of being able to pur- 
chase a former industry giant 

“We would have had to put so 
much effort into fitting their cul- 
ture in with ours. Why waste the 
time? I’d rather spend our time 
growing in the data storage busi- 
ness. It’s much more fun. and 
it will give our shareholders 
better value." 


FT GUIDE INTERNE T PORT ALS 

A customised gate to the future 


Christopher Price gives the lowdown on the sites which offer 
not only a way into the worldwide web but much more 


My dictionary describes a portal as 
“an entrance, gateway or 
doorway”. Should 1 care any 
farther? 

If you want to know about the 
latest big thing on the internet, 
then yes. 

Okay, bat keep it simple. 

Right Portals have become the 
name given to those internet sites 
which offer themselves as guides 
and a way into the worldwide web. 
But as well as being “gateways” to 
the internet they offer services to 
visitors, such as news reports, 
sports results, and electronic 
commerce services, like online 
shopping and travel. 

But can’t I already get this kind of 
thing on the internet? 

Yes. But the portal sites offer a 
convenient stopping-off point for 
them all. They also give users the 
chance to customise the page of 
the site they visit, allowing them 
to prioritise what’s on offer. So, if 
visitors are particularly keen on 
sports news, weather updates and 
stock prices, they can ensure these 


services run on the site page when 
they call it up. 

Sounds good, but what’s in it for 
the portal owners? 

Companies such as Alta Vista, 
Infoseek, Yahoo! and Excite believe 
the rich “content" of services and 
entertainment will increase the 
number of visitors to the portal 
site and keep them there for 
prolonged periods. This allows the 
portals to Increase advertising 
rates and bigger commissions 
on e-commerce transactions. In 
particular, the rapid growth of the 
latter has alerted portals to the fact 
that revenues are no longer 
dominated by banner advertising, 
but increasingly by electronic 
commerce transactions and 
sponsorship. 

Is the strategy working? 

All the indications are that it is. 
Yahoo!, for example, recently 
reported third-quarter revenues 
more than triple the level achieved 
in the same period last year, while 
net income leapt 20-fold. This • 
included a 22 per cent rise in 


revenues generated from 
e-commerce related advertisin g 
and sponsorship. ■ • 

Alta Vista et al? Weren't they 
internet search engine companies? 
They were, but they have become 
wise to their position as conduits 
of large amounts of visitor traffic 
on the web. By exploiting this • 
position - through more and more 
services - they become much more 
attractive to advertisers and 
e-commerce companies. 

. Amazon, the on-line bookstore, 
has struck multi-million dollar 
deals with nearly all the big portal 
sites to feature its service 
prominently. 

So which portal is the best? 

It depends which one you ask. But 
one thing is certain - the services 
and entertainment on offer change 
rapidly as each of the many portals 
attempts to outdo the others. 

If one portal adds a personal 
finance service by striking a deal 
with a supplier, the others win 
Invariably follow suit. This year, 
Lycos paid $5Sm for Tripod, an 


internet community site - a move 
swiftly aped by YahooVs $5m 
partnership deal wtth GeoCSties. 
Okay, so it sounds a fairly 
compelling business model, but 
haven’t we been here before with • 
the likes of "push" technology? A 
year or so ago it promised to be 
the next big thing on the internet; 
now it seems to have disappeared. 
One has to look at how the internet 
is forecast to develop, and at the 
star-studded list of companies 
attempting to break into the portal 
market Price waterhouseCoopers, 
the management consultants, 
forecasts US e-commerce revenues 
will rise from $2&ra this year to 
S158bn in 2001. 

European revenues are forecast 
to jump from $3bn to $30bn in the 
same period. 

In addition, computer usage and 
ownership Is expected to continue 
to increase sharply in the next few 
years - and with it use of the 
internet - as computer prices 
decline further. 

It follows that the portals, which 
direct most of the e-commerce 
traffic on the internet, are likely to 
benefit from significant increases 


in their businesses. 

Thus Netscape, the internet 
browser company, has restyled 
itself as an e-commerce company 
complete with its own portal, while 
Microsoft has made no secret of its 
desire to build its MSN portal site 
into the biggest on the web. 

The potential has not been lost 
on some of the big media 
companies, which have been 
eyeing with increasing interest the 
rapidly growing “audiences" the 
portal sites are attracting. 

This year has seen NBC linking 
up with Cnet, and Disney taking a 
large stake In Infoseek. 

At last, names I’ve heard of. Are 
there others? 

Yes, indirectly. The past few 
months have seen some internet 
service providers (ISPs), which 
allow users to connect to the 
internet, putting entertainment 
and services on their opening web 
pages. 

This strategy has proved a great 
success for America Online, the 
world’s biggest on-line information 
provider and ISP, and poses 
a threat to the portals' 
revenue stream. 


SCIENCE VIEWPOINT RICK CANNELL 


The mind-bogglmg 
world of microbes 


The numbers are hard to 
they could affect how we 

,y' Bacteria are everywhere. 
** In the soil, in the sea. on 
every surface we touch, all 
over the outside and the 
made of our bodies. And 
they are very small, so it stands to 
reason there must be an awful lot 
of them. 

But how many? Until now, I 
could have answered only by say- 
ing: “Er...an enormously large 
number". But now - and rather 
bizarrely - we have a figure for the 
number of bacteria on Earth. It Is 
in the region of 4-6 x 10" - or five 
million millio n million million mil- 
lion - if that makes it easier to 
grasp. 

Scientists from the University of 
Georgia arrived at this figure by 
taking a variety erf previously pub- 
lished figures of microbial popula- 
tions for different environments, 
scaling them up and adding them 
together. So they estimated that 
toe sea holds about 1.2 x 10° organ- 
isms - while freshwater and polar 


get to grips with, and 
classify these organisms 

Ice hold several orders of magni- 
tude less, and soil con tains about 
16 x 10" organisms. 

Perhaps more surprisingly - in 
an environment that Only recently 
we would hardly have considered - 
the ocean sediments (below 10cm), 
hold the greatest numbers - about 
4 x 10". There are also other impor- 
tant habitats such as animals, on 
leaf surfaces, and in the air, but 
these are insignificant in terms of 
total figures. 

Dealing with numbers of this 
scale is ridiculously mind-boggling 
- like trying to visualise the dis- 
tance to the edge of the galaxy. We 
have to try to pot the information 
into some tangible form. If we 
assume that half the dry weight of 
a bacterial cell is carbon, then col- 
lectively bacteria contain 350 to 550 
petagraras of carbon (l petagram 
or Pg equals I0“g). 

That may not make it easier to 
grasp, except that this much car- 
bon represents between 60 per cent 


and 100 per cent of that found in 
all plants. This sharply increases 
estimates of the amount of c a r b on 
to be found in living or ganisms, 
which affects calculations on. 
global carbon cycling. Moreover, 
bacteria contain about 10 tunes the 
amount of nitrogen and phospho- 
rus to be found In all plants. 

It is a surprise, meanwhile, to 
discover that the largest pool of the 
world’s microbes is to be found in 
the stuff underneath the sea. Bat 
while there may be a lot of then, 
these subsurface microbes are not 
doing much. Most of the action - 
metabolism and cell division - 
takes place in the sea where there 
are about 10" cell generations per 
-year. 

What does all this ramn? it prob- 
ably tells us, most significantly, 
how much we don't know. Molecu- 
lar biology techniques have shown 
■that, until recently, we were 
grossly underestimating the num- 
ber or bacterial species. Recent 
estimates range from 100,000 to 
10m - but even they may be an 
underestimate. 




With all that cell division and 
generation in seawater, a year Is 
“worth" many thousands of years 
of evolution in a slower reproduc- 
ing organism. That gives enormous 
scope for mutation and speciation 
- the creation of new spedes - so 
it is hardly surprising the number 
of bacteria] species Is enormous. 

Then there is the "Plankton Par- 
adox”: how can an apparently 
homogeneous environment such as 
the sea sustain so many differen t 
species? How many? We just don’t 
know. 

Nor does counting species in the 
classical sense do justice to the 
sheer bacterial diversity. For exam- 
ple. if we were to use some of the 
same methods for higher animals 


that we use for lumping bacterial 
species together, then humans, 
orang-utans and gibbons would all 
be the same species. 

If you look closely, the whole 
notion of what constitutes a spe- 
cies begins to look a little shaky 
when you start applying it strictly 
to bacteria. It may even cause us to 
reth ink the entire structure of 


microbial taxonomy. 
We may be looking for 
life on Mars, but we’ve 
hardly started to 
answer basic questions 
about life on Earth. 



Rick CarmeU is a natural 
products scientist at 
Glaxo Wellcome. 


5 


Of 


a it 


-ii 


-- -- 


b- : «rt»* 

SCJ ftih'jrf 


iV \* : " ' m "2. x ".'. — i 


ii re 


f.Sf-. •/**•■ •• •■ 


r ■/ 

ityjfs p ' - .■<■.• -i 

Wt-** ->-,--- 
r 

- - ’ 

r 2 -~i —- 

-** •*.- •'<**•* 


0.- *>?''' -' 1 ‘ 


The heights 
of sibling 
rivalry 


Animated features 
will never be the 
same again, writes 

Nigel Andrews 

Do you know this story? 
Two young men grow up as 
near equals in a powerful 
empire. One is given the 
hands-on creative job - 
building the dream projects 
~ while his senior plays 
all-powerful regent. One day. 
though. Junior suffers a ter- 
rible disillusionment. His lat- 

THB PRINCE OF EGYPT 

Brenda Chapman, Simon 
Wells and Steve Hickner 

SeAPRE 

Samira Makhmarbaf 

THE MIGHTY 

Peter Chelsom 


isst demands are flung back 
in his face; loyalty to his vir- 
tual brother is shattered; he 
leaves to prepare a terrible 
justice. 

Moses and Rameses? Or 
the story of Hollywood 
supemioguls Jeffrey Katzen- 
berg and Michael Eisner? We 
get the first drama, splendif- 
erous! y fold, in the Katzen- 
berg-produced animated fea- 
ture 77ie Prince Of Egypt. 
But can anyone doubt that 
the Nile Valley here is Bur- 
bank in disguise? And that 
two Disney power- wielders 
u ho famously fell out. when 
M.E. let JJv. know he would 
never have the keys to the 
Mouse kingdom, are Holly- 
wood's answer to the Book 
of Exodus? 

Katzenberg’s exodus took 
him straight to Spielberg, of 
course, and on the berg of 
Dreamworks, moviedom's 
new Mount Sinai, the cast- 
out prophet who had pow- 
ered Disney to its animation 
renaissance with films like. 
Beamy And The Beast and 
The Lion King found the teii 


n mYiTnandYtwmtg The first of 
these said, 'Thou ahalt get 

one back on thy Disney ex- 
lord and speedily." The oth- 
ers', summed up, said. Thou 
shalt engrave a series of car-' 
toon Images that shall put 
the fear of God Into thy for- 
mer studio, which believeth 
that K alone can make magic 
with animated features.*’ 

So The Prince Of Egypt 
was boro and it was good. 
Good? It is stunning. I expect 
to see grooves worn in the 
pavements all around cine- 
mas showing it. I expect 
helpless supplicants to be 
hammering, all through 
Christmas, at the doors of 
full cinemas which have 
locked them out 

Why is it good? Because it 
has no cute tanrhig animals, 
no love story (unless you 
count Moses and Rameses) 
and no sloppy takeaway 
moral. It delivers a drama so 
grown-up that children at 
the public preview where I 
saw Jt chattered restlessly 
and hopelessly. Some had to 
be taken out and walked 
round the lobby by grown- 
ups visibly annoyed at miss- 
ing a single frame. 

The story being set in 
Egypt the style is Art Nou- 
veau going on Deco: the high 
priests, the lotus plants, 
even the incense smoke- 
swirls are Beardsleyesque. 
But the style is never inert 
An. early sibling-competitive 
chariot race between Moses 
and Rameses. Is thrilling!? 
kinetic, an action painting 
on wheels- It screeches 
through Theban streets 
before halrpinning up a 
high, rickety wooden scaf- 
folding ramp before skeeter- 
ing down by way of a giant 
sand avalanche. 

Later set-pieces like the 
plagues arid the parting of 
the Red Sea leave you gap- 
ing. The plagues are done in 
a montage of swift and shiv- 
ery brilliance. The Red Sea 
Is parted like Medusa's locks 
electrified:, the water-walls 
stand sheer and shimmering. 




An action painting on wheels: the thrilling chariot race betwwen Moses and Rameses in The Prince of Egypt* 


their light-points picked out 
like a million fireflies. And 
as the two armies press 
through, a stray glow in the 
water picks out here a giant 
fish, then an even more 
giant shark. 

It isn’t just the scenery 
and chases: The Prince Of 
Egypt has compelling char- 
acters.! have never seen 
faces better animated than 
those of Moses (voiced by 
Val Kilmer) and Rameses 
(Ralph Fiennes), neither 
standardised as a tooth- 
paste-ad cartoon hero. The 
first is a Goran I van) so vie 
lookalike plus beard, all dc 
profundis glowerings and 
hope rising from coils of 
despair. The second is a boy 
tyrant confused before his 
time by unaccountable feel- 
ings like compassion and 
brotherly love. You feel their 
falling-out like a personal 
wound. 

There js a sensational 
image of Rameses leaning 
over in anguish outlined, 
almost surgically incised, by 


a searing curve of light. The 
animated feature will never 
be the same; it has grown up 
overnight. For spectacle. The 
Prince Of Egypt almost 
leaves DeMille’s The Ten 
Commandments tottering. 
For maturity of feeling and 
tough delicacy of expression 
it makes most adult live-ac- 
tion Aims seem like Borne 
Alone 9. If Katzenberg 
wanted to get one over on 
Disney, he has done so. Dis- 
ney must be feeling like 
Rameses in the film's fare- 
well glimpse of him, cursing 
helplessly, gazing out at his 
new rival across a sea clos- 
ing over his swallowed 
armies. 

★ 

You had better order a dozen 
babyminders over Christ- 
mas. The tots won’t stand 
for The Prince Of Egypt and 
they won’t sit for The Apple 
(opening next week). This 
comes from Egypt’s almost- 
□eigbbour, Iran, which by a 
joke of fate is producing the 
best new cinema in the 


world. Freedom-lovers will 
console themselves with the 
belief that directors like Kia- 
rostami ( The Taste Of 
Cherry ) and Makbmalbaf 
i Cabbehi are reacting 
against fundamentalist des- 
potism. Others will mutter 
“Hmm. well, possibly . . .“ 

At least The Apple . 
directed by Mokbmalbafs 
teenage daughter Samira 
witb dad scripting and edit- 
ing, is unequivocally anti- 
dogma. This feature-length 
docudrama reconstructs a 
real-life cause calibre, using 
tbe real participants. Two 
young girls penned in tbeir 
house since infancy by 
Koran-spouting parents were 
finally freed by a woman 
social worker’s determined 
intercession. They could 
barely talk or walk; they had 
never taken a bath. But for 
Makhmalbaf fillc el p&re they 
are embodiments of tbe will 
to life versus tbe abuses of 
authority. 

The Apple is hypnotic. The 
two girls have faces like 


apples themselves, bruised 
but luminous, and their 
imprisonment is played out 
in a near-comical shorthand. 
A hand reaching through 
bars to water a pot plant; 
two sets of grinning teeth 
making a weird mixed-media 
image with the metal grilles. 
Though Dad is clearly a 
maniac, weeping out his 
innocence to neighbours or 
social workers (“I never 
chained my children") while 
laying down Moslem law 
("God has created girls so 
they can marry’’), there is a 
sense, never evaded by tbe 
film, that the girls are half- 
fond of their captivity. 

They keep returning home 
when first freed into the 
oddly empty streets. (Did the 
Makhmalbafs film during a 
curfew hour?) And one sister 
turns her displacement- 
shock into displacement ges- 
tures: she keeps bitting, 
unprovoked, a new playmate 
she finds in the local park. 

The film sews wonderful 
surreal moments into its dra- 


ma; documentary patchwork. 
A goat Is spruced up by the 
girls with a comb and hand- 
mirror; a game of mysterious 
yoyo is played witb an apple; 
tbe sisters' shared hobby of 
slapping ink-dipped bands 
on tbe wall create a signa- 
ture pop art We never know 
how much of ibis film is 
“true" (to what actually hap- 
pened) and how much is 
reworked as fable. That 
ambivalence, tbough. vital- 
ises our whole response. Just 
as the girls are freed so are 
we. into the dangerous, 
exhilarating world of guess- 
ing what we can touch, what 
we can trust. 

The Mighty is a third film 
about sibling, or quasi-sib- 
ling. bonding (also opening 
next week). Oversized slow- 
coach Max (Elden Henson) 
finds a boon companion in 
undersized boy genius Kevin 
(Kieran Culldn). whose bone 
degenerative bone condition 
requires frequent piggyback 
transport The two are soon, 
centaur-like, as one. They 


play knigbt on horseback 
spreading ehivalric cheer all 
round Cincinnati (which 
needs all it can get) and win- 
ning tender clucks from 
Max's mum Sharon Stone 
and grandfolk Gena Row- 
lands and Harry Dean Stan- 
ton. 

Message: two of life’s 
potential losers inn by find- 
ing each other. And when 
early death beckoned to one. 
tbere was a furtive but 
unmistakable fishing for 
hankies at the press show. 

Sentimental? And then 
some. Britain's Peter Chel- 
som (Bear My Song. Funny 
Bones* directs like a man 
who has drawn the short 
straw storywise - I won't be 
hurrying to read the 
“acclaimed novel” by Rod- 
man Philbrirk - but who 
bends and teases it into the 
best possible shape he ran. 
Good acting; a nice joke on 
the painting “American 
Gothic"; and I have a nasty 
feeling that I reached for my 
hankie too. 


In step with the magical Prince 


Updated and relocated to Belgravia: Derek Deane’s Drossskheyer 


BALLET • 

CUEME^ CWSP “ : 

The Nutcracker 
English National BaHet 
Cofisein, London KK2 

Whatever the curtain may reveal 
as it rises - and I have know it 
disclose scenes of fearful disorder 
and rampant cuteness - the over- 
ture to The Nutcracker promises a 
world of magic. Tchaikovsky’s last 
ballet score does not scale the 
heights erf Sleeping Beauty, either 
in formal grandeur or prodigal mel- 
ody, but it is searching in emotion 
and tragic in its echos (he wrote 
the last act duet while grieving 
over the death of his sister). 

It is music which views child- 
hood - and the ballet i9 about 
childhood in ways both obvious 
and subtle - with the nostalgia of a 
man who has no children but 
recalls the delights of uncle-hood 


and the warmth and cosiness he 
knew as a child. The Sugar Plum 
Fairy's glittering solo is in a minor 
key; you may sense a nervous, 
even anxious, energy in the intro- 
duction to the first act party. 

It is dangerous to de code the 
score too much - a previous 
English National Ballet staging lit- 
tered the stage with Tchaikovsky’s 
relations in what looked like a 
game of Unhappy Families. But 
there is a secret to the ballet which 
a sensible producer must under- 
stand as subtext to what be gives 
us (the Royal Ballet's Peter Wright 
staging does this excellently well), 
and It bas to do with a child's 
dreams, witb childish terrors, with 
a child's belief in magic, and mag- 
ic’s place in a child’s growing up. 

Derek Deane's staging for bis 
English National Ballet, now 
installed for a season at the Coli- 
seum, is aware of the themes that 
lie beneath ballet’s version of the 
story. (Oddly. Hoffmann’s serious 


and complicated original tale was 
bowdlerised in the making of the 
ballet’s libretto. Time and taste 
have made us look beneath Pet- 
ipa's skeletal action to motives 
that explain it.) Deane bas updated 
the tale, relocated it in what looks 

The narrative’s 
updating, for ail its 
modernisms, is true 
to the real Nutcracker 

like tbe edges of Belgravia, and 
filled the party with the sort of 
people you might expect to find 
there. 

Papa is cheating on mama; his 
mistress is on the rampage; Clara’s 
appeals to her father are rejected, 
and It is Drosselmeyer who 
becomes both comfort and surro- 
gate parent - and master of cere- 


monies to her entry into a world of 
grown-up feeling. Drosselmeyer. in 
Derek Deane's own sensitive per- 
formance. has feelings for the child 
that give him, and us, pause for 
thought. Deane has ever been an 
actor of subtle means - his dying 
Brother in Valley of Shadows, his 
Rudolf in Mayer ling, were interpre- 
tations of rare integrity. This Dros- 
selmeyer's emotions are conveyed 
by the slightest gestures, tbe brief- 
est of glances - but how tellingly. 

The narrative's updating, for all 
its glossy modernisms, is true to 
the real matter of Nutcracker, and 
with the mouse battle, the snow- 
scene, and the Kingdom of Sweets, 
the old ballet is really itself. My 
one complaint is that you have to 
like liquorice all-sorts in order to 
have any sympathy with the 
sweets - they are not on every- 
one’s. and certainly not on this 
one's, diet 

On Tuesday night it was all. In 
sum, jolly, brightly set (Sue Blane’s 


designs are unfailingly clever), and 
danced with verve. Deane was a 
commanding Drosselmeyer, and 
his dancing has lost none of its 
former elegance, and I thought 
Alice Crawford a beautifully inno- 
cent and attractive Clara. Agnes 
Oaks as Sugar Plum, Daria Kfimen- 
tova as Ice Queen, did what they 
did with sweetness and charm. 
Paul Lewis, as both Father and 
King Rat (type-cast, you might say) 
was vile as parent and hilarious as 
rodent, and very pleasing. 

The performance of tbe evening, 
unsurprisingly, came from Thomas 
Edur as their joint cavalier. Edur is 
a prince among classic dancers. In 
him we see all the virtues of the 
academic dance - sure and pol- 
ished technique; elegance of 
means; that quiet distinction which 
is the mark of ballet’s few real nob- 
lemen - and a stage presence of 
grand assurance. In a child’s tale, 
he is the child’s ideal of a princely 
hero, and he puts not an elegant 
foot wrong. The score, under Pat- 
rick Flynn, sounded very well. 
ENB will be nutcrackering away 
until mid-January', after which Cin- 
derella will be on view. 


and others. With pianist Graham 

INTERNATIONAL Johnson; Dec 17 • 
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Arts 

Guide 

AMSTERDAM 

EXHIBIT! ON Ftijksmuseum 

Tel: 31-20-673 2121 
Adriaen de Vries (1566-1626): 
Imperial Sculptor. Major 
exhibition celebrating the work of 
the Dutch sculptor, who worked 
for Emperor Rudolf li and other 
European courts. Around 40 
bronzes will be on display, 
borrowed from public and private 
co flections in Europe and the US: 
to Mar 14 

OPERA ’ 

Netherlands Opera, Hat 
Muziektheater 

Tel: 31-20-551 8911 ‘ 

The Queen of Spades: by 
Tchaikovsky- Conducted by 
Semyon Bychkov in a new 
staging by Lev Dodin; Dec 17, 
20,23 . ■ 

BERLIN 

CONCERT 

Konzerthaos 

761:49-30-203090 
Recital by soprano Felicrty 
and mezzosoprano Ann Murray 

of works by Purcell. Schumann 


COLOGNE 

OPERA 

Oper der Stadt 

Tet 49-221-221 8240 . ’ 

Die Vogefc first modem staging 
for Walter Braunfels’s opera. This 
production is conducted by 
Bruno WeHl and staged by 
David Mouchtar-Samorai; 

Dec 18, 20. 22 

FLORENCE 

EXHIBITION 

Palazzo ntfi 

La Dama con r&meDino: . 

Lonardo da Vinci's 1489 portrait 
of the young mistress of Duke 
Ludovico of Milan travels to Italy 

for the first time since 1800, 

when it was purchased by toe 
Polish Prince Czartoryski; to 
Jan 24 

FRANKFURT 

OPERA 

Oper Frankfurt 

Tel: 49-69-21237 999 • 

www. frankfurt-business.e/opec - 

Die Zauberflflte: by Mozart. 
Conducted by Call tw ine 
ROckwardt In a staging by _ 
Alfred KIrehner. The cast 

includes Britta StaBmeister; 

Dec 1 9, 21 

HAMBURG 

exhibition 

Kusthalte „ _ , .. , 

Kandinsky. Chagall. Malevich and 
the Russian Avant-Garde: show 


tracing the art movements 
between the Russian revolutions 
of 1905 and 1918, and focusing 
on attempts by artists to fuse 
aspects of folk culture with 
Western modernism. Many of toe 
100 works on display are on loan 
from Russian museums; to 
Jan 10 

HARTFORD 
EXHIBITION 
Wadsworth Atheneum 
Pieter de Hooch (1629-1681): 
previously seen at Dulwich 
Picture Gallery, this firet-ever 
one-man show of the Dutch 
painter offers a reassessment of 
his work. Less celebrated than 
his contemporary, Vermeer, de 
Hooch was a pioneer in his own 
right, and a specialist in maternal 
and domestic subjects; from Dec 
17 to Feb 27 

HELSINKI 

OPERA 

Finnish National Opera 

Tel: 358-9-403 021 
Anna Bolena: by Donizetti. 
Conducted by Maurizio Barbacini 
in a new staging by Jussi Tapola, 
with designs by Anna Kontek. 
The title rote is sung by Rfikka 
Hakoia/Cyntoa Makris; 

.Dec 17, IB 

ULLE 

EXHIBITION 
Palais dee %aux Arts 
Goya: un regard fibre. 

Small-scale exhibition which 
explores the range and 
peculiarities of the painter’s work. 


The 50 works on display include 
loans from around the world; to 
Mar 14 

LONDON 

CONCERT 
Barbican Hall 

Tel: 44-171-638 8891 
www.barbic&n. org. uk 
Candida: the Inventing America 
series continues with the London 
Symphony Orchestra, conducted 
by Kent Nagano, presenting a 
concert performance of Leonard 
Bernstein’s 1955 musical. 

Patricia Rootled ge is one of an 
international cast; 

Dec 18, 19 

EXHIBITION 

Royal Academy of Arts 

Tel: 44-171-300 8000 
The Au Bak Ling Collection.- 100 
Masterpieces of Imperial Chinese 
Ceramics, 12to to 18th - 
Centuries. Indudes works from 
toe Song, Yuan, Ming and Qtng 
dynasties, which together provide 
a remarkable overview of toe 
finest Chinese porcelains ever 
made; to Dec 20 

LOS ANGELES 

OPERA . 

LA. Opera, Dorothy CbanrSer 
Pavffion 

Tat 1-213-365 3500 
Fantastic Mr Fox: world premiere 
of Tobias Picker’s Opera, 
adapted from the story by Roald 
Dahl. With a libretto by Donald 
Sturrock and designs by Gerald 
Scarfe. Cast includes Gerald 
Finley and Susanna Guzmdn 
as Mr and Mrs Fox; 


Dec 19. 20.21,22 


MANCHESTER 

CONCERT 
Bridgewater Hall 
Tel: 44-161-907 9000 
HaHe Orchestra: performing 
Elgar/Payne’s Symphony No 3. 
Mark Elder conducts; 

Dec 17 


MILAN 

OPERA 
LaScala 
Tel: 39-02-88791 
GOtterdammerung: by Wagner. 
New staging directed and 
designed by Yannis Kokkos, and 
conducted by Rrccarrio Muti. 
Jane Eaglen is Brunnhilde; 

Dec 22 

MUNICH 

CONCERTS 
Philharmonic Gastetg 
Tet 49-89-5481 8181 
Munich Philharmonic Orchestra: 
conducted by Daniete Gatti in 
works by Berg, Wagner and 
Hindemith. With mezzosoprano 
Marilyn Schmiege; 

Dec 17. 18 

NEW YORK 

EXHIBITION 

Brooklyn Museum of Art 
Tel: 1-718-638 5000 
Royal Persian Paintings: the 
Qajar epoch 1785-1925. Display 
of life-steed portrait puttings, 
manuscript Bium (nation and 
decorative arts which were the 
specialities of this 


previously overlooked period of 
Iranian art history; to Jan 24 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www.metopem.org 

• Die Zauberfl&te: by Mozart 
Laura Aikin, Matthias Goeme and 
Franz-Josef SeJig make their Met 
debuts in John Cox's production. 
Charles Mackerras conducts; 

Dec 17, 19 

• Lucia di Lammermoor by 
Donizetti. New production by 
Nicolas Joel. Ruth Arm Swenson 
sings the title role and Carlo Rizzi 
conducts; Dec 18 

PARIS 

EXHIBITION 
Grand Palais 
Tel: 33-1-4413 1730 
Gustave Moreau: more than 140 
works by the Symbolist painter, 
held in high esteem by his 
literary contemporaries. Indudes 
studies and drawings as well as 
oils, many of them depictions of 
historical and mythical subjects; 
to Jan 4 


PRAGUE 

DANCE 

National Theatre of Prague 
Tet 420-2-2708 0737 
www.anetcz/nd 

The Nutcracker by Tchaikovsky, 
in a staging by JuriJ Grigorovic; 
Dec 17. 18. 20 

theatre 

National Theatre of Prague 
Tel: 420-2-2108 0131 


www.anet.cz/nd 
The Servant of Two Masters: by 
Carlo Goldoni. Directed by Ivan 
Rajmont; Dec 18 

ROME 

EXHIBITION 
Palazzo Ruspob 
Tel: 39-6-6830 7344 
www43alazzoruspoli.it 
The Denis Mahon Collection: last 
stop for the touring exhibition of 
more than 80 Italian baroque 
paintings collected by Denis 
Mahon. Includes works by 
Guercino; to Jan 15 

TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

0530: Moneyline with Lou Dobbs 
1330: Business Asia 

19J3Q: World Business Today 
22JXk World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 08:20; 0920; 
1020; 1120; 11:32; 1220; 1320; 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports live from LJFFE as toe 
London market opens. 


sjr.V ' " 
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H e is just back 
from the German 
finance minis- 
try’s Kindergar- 
ten, after handing out pres- 
ents and Christmas cheer. It 
is a refreshing change; since 
Germany's election on Sep- 
tember 27, Oskar Lafontaine 
has usually played the bad 
g«y. 

But the finance minister, 
dubbed “Europe’s most dan- 
gerous man" by the UK's 
Sun tabloid newspaper, does 
not want to appear too soft 
He pulls a monster face that 
would frighten any child - 
and probably a good many 
finance officials as well. 

Watching the Lafontaine 
pantomime Is not for the 
faint-hearted. Interviewed In 
his modest Bonn ministerial 
office, it is never quite clear 
what will come next. There 
are long pauses; words are 
chosen carefully. There are 
references to prepared texts 
and to the book he wrote 
with his economist wife 
Christa M Oiler, No worries 
about globalisation. 

Perhaps it is exhaustion. It 
has been a gruelling few 
months for Mr Lafontaine, 
who doubles as Social Demo- 
cratic Party rfiahmari. The 
SPD has appeared undisci- 
plined. His tax plans have 
hit ferocious opposition. He 
picked a fight with the Euro- 
pean Central Bank on inter- 
est rate policy. And the UK 
in particular has been 
alarmed by his ambitious 
Ideas on European tax har- 
monisation. But there Is also 
the feeling that Mr Lafon- 
taine, 55, is being con- 
strained in his sometimes 
uncomfortable co-habitation 
in government with Chancel- 
lor Gerhard Schrfider. 

Take tax harmonisation. 
He talks carefully of “co- 
ordination’’, rather than the 
more drastic-sounding “har- 
monisation “ that so upset 
London. His words are 
picked from a joint declara- 
tion thrashed out by Mr 
Schrfider and Tony Blair, UK 
prime minister. “Unfair 
competition must be stopped 
as soon as possible,” Mr 
Lafontaine says. “That is the 
joint position of the British 
and German governments. 
When we get rid of tax 
oases, we will have made a 
first step towards co-opera- 
tion within the European 
Union." His support for 
majority voting for tax mat- 
ters - rather than the princi- 
ple of unanimity - is a 
longer-term issue, “about the 
functioning of an enlarged 
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No more 
Mr Bad Guy 


Ralph Atkins, Andrew Gowers and Frederick Studemann 

brave the den of ‘the most dangerous man in Europe' 


EU". “I just say what I 
believe is factually correct I 
can't be criticised for that” 

But there is still a strong 
ideological streak behind Mr 
Lafontaine 's comments. "Id 
Europe the trend has been 
going the wrong way. Taxes 
on mobile factors - assets, 
capital and company profits 
- are always going down. 
Taxes on immobile factors — 
that means on labour, wages 
and consumption - and 
social security contributions 
are always going up- That is 
a development a so cial dem- 
ocrat cannot accept” 

Does that mean taxes on 
companies should rise? Mr 
Lafontaine would not go that 
far. “That means at least a 
limit on the competition to 
cut taxes." 

T.ifce Mr Schrfider, he links 
the tax issue to the EU 
financial burden home by 
Germany. “We don’t think 
that it is justified that we. 
pay the highest net contribu- 
tion but are surrounded by 


tax oases that give taxpayers 
a lot of options to avoid 
paying national tax." 

The subject opens up into 
easier territory for Mr Lafon- 
taine: economic co-operation 
within Europe. He is a fear- 
less exponent of a borderless 
continent. “Creating the 
euro single currency was the 
right decision . . > but it 
requires following through. 
We need not just a common 
monetary policy. We need 
joint economic and flpanritil 
policies. And we need mird- 
mniw standards In yyja l and 
environmental areas. Com- 
petition to see who has the 
worst social and environ- 
mental standards will not 
help the idea of a people's 
Europe." 

Germany’s business lobby 
would argue that such a har- 
monisation runs tha danger 
of discouraging competitive- 
ness. Mr Lafontaine is 
not impressed. “Every 
competitive economy needs 
rules. You could say that we 



Lafontaine: Job creation Is the priority Waflgang von Brauchttsch 


don’t need cartel rules 
because they are an unneces- 
sary regulation. But if you 
lifted cartel laws, you would 
get oligopolies and monopo- 
lies. That Is not what compe- 
tition is about, 

“Mr Schroder and Mr Blair 
have agreed that it Is impor- 
tant to create higher employ- 
ment standards which com- 
bine economic dynamism 
and social justice.” 

The stress on social justice 
is a flash of the traditional, 
socialist side of Mr Lafon- 
taine, a former mayor of 
Saarbrflcken who in the 
early 1380s was a prominent 
leftwinger. A year ago. for 
example, at a party confer- 
ence in Hanover - before Mr 
Schrfider was selected as the 
SPD’S remriidatB for nhancet 
lor - Mr Lafontaine was 
arguing that the Immediate 
goal of companies should be 
to take social respon- 
sibility for employees, rather 
than boosting share 
value. 

“That [Hanover! was not a 
prepared speech," he argues. 
“7 said social responsibility 
had been lost Society was 
going In the wrong direction 
when the debate was about 
increasing a company's 
shareholder value. The first 
goal should be to take social 
responsibility for its employ- 
ees and the whole of society. 
I would still say that But I 
would add that social 
responsibility for the whole 
of society naturally means 
leading a company in a way. 
that it holds its position in 
the market, that it develops 
new products and pro- 
cesses.” 

But what can a govern- 
ment do? There Is a silence 
“First, the market will, at 
some point, punish those 
who don’t train, research or 
invest in developing prodr 
nets over the longer term. 
Second, government has to 
support all long-term pro- 
jects. That means supporting 
training and research 
departments which develop 
products erf the future." 
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Mr Lafontaine 's highest 
priority hi office is to- find 
practical ways of cutting 
Germany's 4m unemploy- 
ment total, equivalent to 
about 10 per cent. There is 
no target; he denies the fig- 
ure of a lm reduction by 
2002 mentioned in a televi- 
sion interview last week was 
a formal goal. But; he -says, 
“we have to compare our 
results with other countries. 
Until now, unemployment in 
Germany has fallen slower' 
than in other European 
countries. We must change 
that" 

Fart of his answer is to 
boost domestic demand. 
“The 'mainstream' said we 

had to cut corporation tax 

andhave low wage increases . 
and that then we would have 
more jobs. That was the com- 
cept for 16 yearn and we had 
more unemployment ! 
ever! So we say that twn ; 
concept is wrong:. We don’t ■ 
want a contest over who has | 
the lowest wages or social 
benefits.” 

The finance minister is not 
looking for a fresh fight with 
central bankers, following 
this month’s round of inter- 
est rate cuts. “Two large pri- 
vate banks have signalled 
there is scope for a. cot As 
Goman Wmbw minister, I 
don’t want to comment," he 


LETTERS TO THE EpiTOR 
Planning to leave the roots intact 


From Richard Caborn liP. 

Sir, In your editorial 
“Compe titi veness” (Decem- 
ber 14) you refer to the need 
“to reform Britain’s archaic 
and Inefficient planning 


I agree. That is why I 
launched the Mod e rnising 
Planning initiative this year. 

I am concerned not only 
with speeding up the plan- 
ning process but also with 
making It more e ff ect i ve and 
f mnitjiamii' I hIwi want- to, 
increase participation, par- 
tlcutedy among the business 

community. 

We haver already begun bo 
reform the plan-led system 
and win shortly issue new 
guidance on regional and 


development planning- We 
are also reforming the 
appeals process and consult- 
ing on options to speed up 
decision-making on major 
infrastructure projects such 
aa Heathrow Airport’s Ter- 
minal 5. In addition, the 
Department of Trade and 
Industry and the Depart- 
ment of the Environment, 
Transport and the Itegions 
are undertaking a joint 
study into the role the plan- 
ning system plays In regard 
to high-technology growth 
industries. . 

Business is looking for 
Improvements to the land 
use planning system but not 
for radical change. This is a 
key. finding from a DETR 


report by independent con- 
sultants published this 
month. I believe the govern- 
ment is on the right track in 
seeking first to modernise 

the system- which, imde* 

tally, the consultants find Is 

no less efficient than those 
of other countries" - rather 
than digging it up by the 
roots. 


Richard Cabom, 
minis ter for the regions, - 
regeneration and planning, 
Department of the 

Environment, Transport and 
the Regions, 

Eland Home, 

Place. 

London SWlE 5DU. 

UK 


Business 
schools must 
now address 
human rights 


The demon of agro-chemistry 


But It Is not a vow of 
silence. “Everybody has to 
shoulder - responsibility 
...Lots of economists argue 
that the US jobs creation 
wunder is based an three fac- 
tors: flexible labour markets, 
and a good balance between 

fteftal and monetary policy . 
What is possible in the US 
should be possible in , 
Europe.” i 

His economic policy, Mr ! 
Lafontaine argues, is fUDy in 
line with Mr SchrQder. Cast 
lug himself as a proponent of 
demand management and 
the chancellor as a supply- 
side moderniser would be 
false. “We both support the 
thesis of Paul Samuelson: 
*God gave us two eyes’ - one 
for the supply side, one for 
the flpmflnd side.” 

Is there a repressed Mr 
Lafontaine dying; one day, 
to tafc»> the lnad role in the 
show as chancellor? Tin not 
one of those who is looking 
around for a new job all the 
time... I was prime mmi« iw 
of a state for 13 years. So I 
don’t understand why after a 
few weeks as ttnarw minis- 
ter I would be looking for 
new attractions- 1 try -to do 
my job properly.” 


From Prttam Singh. 

Sir, Sir Geoffrey Chan- 
dler’s article (The wages of 
oppression", December 10) 
was a very timely reminder 
on the 50th anniversary of 
the UN Declaration of 
Homan Rights that interna- 
tional businesses need to 
integrate hiTmaw rights con- 
siderations in their global 
strategy. 

This has become more 
urgent now than ever before 
with the phenomenal 
upsurge in the global human 
rights consciousness. The 
academic business schools 
also need to respond to this 
global change by incorporat- 
ing human rights as ah 
Important topic In their 
courses an extenuil business 
environment, business strat- 
egy and business atWcn. 


From Etwyn A- Gladstone. 

Sir, Kate Bendall (“The 
answer may lie in manure”, 
December 12-13) is wrong on 
a number of issues re g ard in g 
the use and abuse of nitro- 
gen in the conventional ver- 
sus organic farming debate. 
The use of »rnmai manure as 
the main source of nitrogen 
for crops would require our 
national cattle herds to be 
increased in size by many 
times. 

I The article wrongly 
fmpiias that synthetic nitro- 
gen applications contribute 
more to nitrate leaching 
than do manure applica- 
tions. Properly timed appli- 
cations of synthetic n i trogen 
at a rate matching plant 
uptake will result in less 
nitrate loss (per pound of 


nitrogen applied) than appli- 
cations of manure. 

Numerous recent studies 
have shown that there is 
absolutely no connection 
between nitrate intake and 

in Tinmans. 

With a population bewil- 
dered by food scares and 
farmers facing declining 
incomes, it is unfair and 
wrong to suggest that 
or gani c farming holds the 
key to world food supplies. 
What is needed Is less 
demonising of the agro- 
chemical industry and more 
informed, scientifically justi- 
fied farming policies. 


Elwyn A. Gladstone, 
College of Agriculture, 
University of California, 
Davis. CA 95616, US 


Hint of hysteria over euro delay 


Prttam Singh, 
senior lecturer in 
economics. 

School of Business, - 
Oxford Brookes University, 
Oxford QX38 1HX, UK 


From Stephen Sobit-Leger. 

Sir, John Stevens's sup- 
prat for early entry into eco- 
nomic and monetary union 
(Deter on euro decision is 
folly”, Letters, December 10) 
is itself somewhat hysterical. 
Presumably any parallel use 
of the euro would be driven 
by a desire to reduce 


exchange rate risk. Also, is 
there not a hint of high anxi- 
ety about the future rules erf 
a club we simply must join 
to prevent it adopting them? 


Stephen Saint-Leger, 
Riyad Bank, 

Riyadh, 

Kingdom of Saudi Arabia 


Number One Southwark. Bridge, London SE1 9HL 
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E va* since the birth 
of Dolly the cloned 
sheep in February 
1997, cloned 
h umans have loomed as a 
disturbing possibility over 
scie nt ists and public alike. 
That took a step closer to 
becoming a probability yes- 
terday when South Korean 
scientists said they had cre- 
ated an embryonic done of 
an adult woman. 

Although the researchers 
at Kyuughee University Hos- 
pital in Seoul stopped, the 
experiment when the 
embryo was just a micro- 
scopic blob of four undiffer- 
entiated cells, they had 
taken human cloning further 
than any other scientists 
have admitted in public. 

There have been rumours 
of scientists trying secretly 
to use a “nnriaflr . T rftnoforr ” 

technique to clone people 
gimflgr to the one pioneered 
by Ian WUmut and col- 
leagues at the Roslin Insti- 
tute near Edinburgh, who 
Showed that adult wammak 
could be daned by announc- 
ing Dolly’s birth. The 
rumours continue, with talk 
Of planriiwHiiB r-lmring labo- 
ratories being set up with 
pri v ate US funding on Carib- 
bean islands, but so far there 
is so firm evidence that any- 
one has produced a doned 
human embryo, let alone 
implanted, one Into a womb 
or delivered a 
baby. 

There is an- underlying 
queasiness about human 
cloning that goes to the very 
heart of oar feelings about 
Individuality. People feel 
that scientists are interfer- 
ing with nature, where the 
only clones are identical 
twins. 

Aldons Huxley’s Brctoe 
New World, published in 
1932. tapped into these fears 
by raising the spectre of a 
malevolent dictator produc- 
ing armies of clones to do 
his bidding. The 20th cen- 
tury has had mure of its 
share of . malevolent dicta- 
tors. The question necessar- 
ily arises; would they have 
refrained from manufactur- 
ing their cloned armies if 
they had the necessary 
knowledge? 

The Korean -announce- 
ment may take us a little 
closer to technologies that 
have such potential for evil 
or good. 

’Die team did not set out to 


Clive Cookson examines a Korean experiment that has taken scientists 
one step closer to human clones 
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A human ambryo at 16-cefl stage 
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do reproductive cloning. 
Their research, like that of 
some scientists in the US 
and Europe, was aimed at 
creating cloned embryonic 
cells to treat human dis- 
eases. One example would be 
neurones that make dopa- 
mine. the neuro transmitter 
missing in the brains of 
people with Parkinson's dis- 
ease. 

The patient would be his 

own donor and therefore the 
transplanted cells could 
never be rejected because of 
genetic differences. Eventu- 
ally, in several decades 


angrily that they worked 
only with animals. 

The Kyunghee University 
team said it would not 
attempt to take its clo ning 
research farther until there 
was a social, legal and moral 
consensus to support it. 
Even so news of the experi- 
ment drew protests, with 
environmental groups hold- 
ing a rally in front of the 
university and demanding 
an end to human cloning 
research because “It threat- 
ens the future of mankind." 

In the -absence of a scien- 
tific paper, western experts 


The pursuit of scientific glory is a 
powerful motivation, and many 
researchers would love to be first to 
produce a cloned human embryo 


dating technology might be 
combined with tissue engi- 
neering to produce whole 
organs, such as livers and 
kidneys, for transplantation. 

Kim Sung-ho. Lee Bo-yon 
and colleagues, probably did 
not appreciate in advance 
what a fuss their a»nminw> . 
meat in Seoul would cause. 
They did not dahn initially 
to be the first in the world to 
create a cloned human 
embryo - raying that the 
Roslin researchers had 
already done so. Bat the 
Koreans were Mt exposed as 
the pioneers, after the Scot- 
tish scientists pointed out 


find it hard to judge the Kor- 
ean achievement on. the 
basis of news reports. 
Kyunghee Is a reputable uni- 
versity and the experiment 
is perfectly plausible - it is 
essentially a human version 
of work that has already pro- 
duced clones of adult sheep, 
cattle and mice. The 
researchers removed the 
nucleus from an unfertilised 
human egg; which contains 
its genes, and inserted 
instead the nucleus from a 
body cell taken from a 
woman in her thirties. 

According to the Koreans, 
the new nucleus took over 


the cellular machinery. The 
cell behaved like a newly fer- 
tilised egg, all of whose 
genes came from the adult 
donor, and began dividing to 
form an embryo. They 
stopped the experiment after 
it had divided twice. 

But Harry Griffin, head of 
science at the Roslin Insti- 
tute, says: “We do not 
believe the Korean group 
has sufficient scientific evi- 
dence to back the rfaim of 
having cloned a human 
embryo.” 

Dr Griffin says the 
researchers stopped their 
experiment too soon to prove 
the point. “A fertilised egg 
goes through the first few 
cell divisions - three In 
humans - on ‘autopilot’ and 
it is only after the eight-cell 
stage that the nucleus of the 
cells takes control of further 
development of the embryo,” 
he says. “By stopping the 
experiment when they did, 
the Korean researchers are 
unable to provide any evi- 
dence that the transferred 
nucleus had been success- 
fully 'reprogrammed'.” 

Whether or not the Korean 
scientists really produced a 
potentially viable human 
clone, their work Is another 
step in that direction, xt 
demonstrates the worldwide 
scientific interest in cloning, 
and .experts such as Anne 
McLaren of the Wellcome 
GRC Institute in Cambridge 
say successful cloning gf a 
human embryo for research 
purposes is just round the 
corner. 

Christine Gosden, profes- 
s or of medical genetics at 
Liverpool University, says a 
rush to carry out cloning 
research with human eggs 
would be ethically regretta- 
ble. “because donor eggs for 
fertility are in very short 
supply worldwide and in 
Parts of Bri tain there is a 
five to seven-year waiting 
list". More animal research 
should be carried out before 
human experiments begin, 
she says, and all available 
eggs should be used for fer- 
tility treatment 

However, some scientists 
will not be prepared to wait 
The pursuit of scientific 
8*ory is a powerful motiva- 
tion, and many researchers 
would love tp be first to pro- 
duce a cloned human 
embryo - with watertight 
evidence. That would give 
them immortality of sorts. 
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To impeach 
a president 
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irresponsible and reckless 
behaviour by Bill Clinton has 
done grave damage to the pres- 
* i* tags of tbe US presidency. TTie 
danger now is that reckless and 
irresponsible behaviour by the 
House of Representatives could 
do grave damage to the delicate 
balance of constitutional govern- 
ment that has served the Ameri- 
,! can People so welL 

=K‘fTiUt> 1116 charges facing Mr Clinton 
■ -'ll! are serious. He is accused of per- 
‘ jury, obstruction of justice and. 
abuse of power. His actions have • 
undermined tbe office of the pres- 
idency, which is central to the 
rule of law. Because of this, he 
> stands today - or tomorrow If the 
debate spills over - to become 
• the first president since Andrew 
Johnson in 1868 to be impeached. 

The constitutional importance 
of impeachment is clear from 
- reading the debates of the fonn- 
■ ■ . ding fathers. Before voting today, 
all congressmen should consult 
- the Federalist Papers of James 
Madison, Alexander Hamilton 
. and John Jay which make dear 
that, next to going to war, 
v. impeaching a president - seeking 
to overturn the will of the people 
- is the gravest decision to he 
made in the republic. 

Impeachment must be an act of 
national will, not of partisan poli- 
tics. In 1974, following the Water- 
gate scandal, the impeachment 
action against P resident Richard 
Nixon was on a noticeably more 
Vl! rr» iju 1 .- bipartisan basis. Moreover, It was 
backed by public opinion. FODow- 
ing the House Judiciary 


Animal spirits 
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What makes entrepreneurs 
invest successfully? Keynes 
believed it was animal spirits. 
British Labour governments have 
sometimes seemed more inter- 
ested in animal training. 

The latest white paper on how 
to make businesses more compet- 
itive is a welcome contrast. It 
breaks entirely with the failed 
nostrums of planning agree- 
ments. picking winners, and- 
state-owned adventures into high 
technology. 

Instead, it puts the emphasis 
on the reforms and adaptations 
that companies will themselves 
need to make in global markets 
where knowledge and informa- 
tion technology are often quite as 
important as manufacturing effi- 
ciency. Peter Mandelson, the 
industry secretary, wants the 
government to be mainly a facili- 
tator or this process. It will cajole 
and help disseminate, best prac- 
tice. in many small ways it will 
try to overcome ma rk et failures . 
by knocking heads together, 
using its own cash more as a 
sweetener than a subsidy. • 

In general this is the right 
approach. But the government 
must take care that its contribu- 
tion to the planned £150m ftmdto 
encourage bank lending to small 
high-tech companies: really is 
pump-priming, rather than a 
gush of old-style subsidy. The 
government will also try to pro- 
mote more links between univer- 
sities and businesses; and it will 
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Yesterday's withdrawal of UN 
weapons inspectors from Bagh- 
dad has set the scene for the US 
and Its UK ally to bomb Iraq. 
Washington and London last 
month promised retribution, 
without warning, if Saddam Hus- . 
sein failed again to deliver on his 
pledge to co-operate folly with 
the Unscom disarmament team. 

Richard Butler, the . head of 
Unscom, has now told the UN 
Security Council that Iraq over 
the past month has obstructed 
his inspectors and refused, to - 
hand over documents on the Sad : 
dam regime's weapons of mass 
destruction programmes. DU this 
basis, the US and Britain have 
concluded that Mr Saddam, hav- 
ing engineered four crises over 
Unscom in the past 1 2 months, 
has blown his last chance. 

As in the previous crises, tbe 
rein* from more air strikes are at 
best uncertain. But at the same 

ripe, it is not obvious what alter- 
native there is to military action. 

Since Iraq's defeat in the,i99l 
Gulf war, the International com- 
inanity has tried to contain Mr 
Saddam through sanctions and 
weapons inspections, 
force each time Baghdad has 
tried to break free from UN reso- - 
lutions requiring it to disarm- 

The result is that Iraq is a 
much diminished threat to its 
neighbours, but sanctions hare 
devastated its economy and 
people, while leaving.the Saddam 
regime with a firm grip on power.. 


Periodic cruise missile- attacks, 
moreover, have tended to 
enhance the Iraqi despots pres-, 
tige in an Arab world angry at 
US support for Israel in the 
regional pests process. - ' 
However, Mr Saddam's attempt 
to shut . down Unscom last month 
lost bhn tbe sympathy of Arab 
leaders and critics ofUSpohcyls 
the Security Council. Even 
-though Russia and France/ for 
example, hare become'suspidous 
of Unscom’s role and would like 
further examination, of. Mr. But- 
ler’s report, they appearto regard 
air strikes as Inevitable. ' 

But if bombing - does go ahead, 
the US should keep three thing? 
in mind. Attacks should be lim- 
ited to the regime's military 
infrastructure. What should then 
follow is a thorough review of 
how to contain Iraq, probably 
concluding that conventional, 
cold war-style deterrence, phis 
reshaped sanctions to hit .the 
regime and not its victims, is the 
most feasible way forward. 

Last, hut by no means least, it 
would.be foolish is the extreme 
-to bomb (or continue bombing) 
Iraq during the Moslem - holy 
month of Ramadan, which begins 
ihiB weekend. Israeli jets blitzed 
West Beirut throughout Rama- 
dan during Israel’s 1982 invasion 
of Lebanon. Before that, Hfebol- 
lah', the model for Islamist groups 
sow- rife throughout the region, 
did not exist Tbe US and the UK 
should remember this lesson. 


P resident Bill Clinton Is In 
the extraordinary posi- 
tion of simultaneously 
facing impeachment pro- 
ceedings in the House of Repre- 
sentatives and military actios 
against Saddam Hussein of Iraq. 

The two confrontations might 
not happen on tbe very same 
day. Yesterday. Henry Hyde, the 
chairman of the House Judiciary 
Committee, said he and his 
Republican colleagues had con- 
sidered suspending debate on 
whether to impeach the president 
while military action was going 
on In Iraq, But whatever tbe out- 
come of events in the Gulf, and 
whenever the debate actually 
takes place in Washington, the 
impeachment crisis surrounding 
tbe president will not go away 
and tbe vote will be the most 
critical of Mr Clinton’s presi- 
dency. 

No one better illustrates the 
gravity of his plight than Jack 
Quinn, the Republican congress- 
man from Buffalo In upstate New 
York. Mr Quinn is not one of the 
band of fire-breathing conserva- 
tives who have made tbe removal 
of Mr Clinton their quest almost 
from the day he took office. A 
moderate who is popular with 
Democrats, he has voted' to 
increase the minimum wage, 
tighten gun control laws and 
toughen environmental legisla- 
tion. The White House thought it 
could count on him as one of a 
small but critical group of Repub- 
licans who would vote down the 
articles of im ppo^hrmni t against 
the president 

But on Tuesday, with just 48 
hours to go to the historic debate, 
he dropped his bombshell. “The 
more 2 learn about tbe serious 
details of the perjury and 
obstruction of justice, the more I 
am concerned about the presi- 
dent's failure to tell the truth 
under oath," he said, declaring 
be would vote for impeachment 
Mr Quinn’s defection was 
merely the most powerful exam- 
ple of tbe stunning collapse in 
support among moderate Repub- 
licans for Mr Clinton in little 
more than a week. Following the 
House Judiciary Committee's 
vote last weekend to approve 
articles of impeachment against 
Mr Clinton for perjury, obstruc- 
tion of justice and abuse of power 
in the Monica Lewinsky case, a 
procession of House Republicans, 
many of them moderates like Mr 
.Quinn, has deserted the presi- 
dent 

Barring some last minute polit- 
ical plea-bargain than Mr Clin- 
-ton, or something extraordinary 
in the Gulf, their declarations 
hare made it all but certain that 
he wQl become only the second 
president to be impeached by the 
House of Representatives, in 
accordance with the gravest of its 
constitutional responsibilities. 

Impeachment is a political 
farm of a legal indictment that 
would send the president for trial 
in the Senate charged with “high 
crimes and misdemeanors”.. It 
requires a simple majority in the 
House of Representatives. Of the 
435 Congressmen and women, 228 
are Republicans, 206 Democrat 
With perhaps five conservative 
Democrats expected to vote 
against Mr Clinton, the White 
House needed 16 or more Repub- 
licans to vote against impeach- 
ment. 

But now it seems that fewer 
than 10 will do so, and. perhaps 
by a comfortable margin, Mr 
Ointon wiD join Andrew John- 
son in 1868 in the roll call of 
ignominy of American presidents 
impeached by the House. (Rich- 


The last moves 

Gerard Baker explains why, despite the result of the mid-term elections, 
Congress might vote to impeach President Clinton 


committee's approval of the 
articles of impeachment, Mr 
Nixon resigned 

In Mr Clinton's case, while not 
condoning his behaviour, the 
majority of the public oppose 
impeachment. The mid-term 
elections only last month indi- 
cated a popular view that the 
president’s offences were not 
serious -enough, to warrant 
impeachment 

The House Judiciary Commit- 
tee vote represented an almost 
pure partisan split. Forcing 
impeachment through on parti- 
san lines will be divisive for tbe 
country as a whole, and lay up 
trouble for the future. It would 
paralyse US government and 
leave the free world leaderless for 
the duration of the Senate trial, 
the outcome of which would be 
unpredictable. It would do 
; long-term damage to US politics. 

For virtually all congressmen, 
this will be the most important 
vote of their political career. 
Those who see impeachment as a 
severe form of censure, because 
they think it is unlikely that a 
two-thirds majority of the Senate 
will choose to convict Mr Clinton, 
are wrong. The constitution 
invests in the House the sole 
right to accuse, and in the Senate 
the right to convict The articles 
of impeachment themselves state 
explicitly that the president 
should be removed from office. 
Congressmen should act only on 
their judgment of that question, 
not out of a desire to damage but 
not destroy the president. 


fund co-operative projects to 
improve the supply chains in dif- 
ferent industries. 

These are among the more 
important of the 92 action points 
listed at the end of this white 
paper- None of them will change 
the face, of British Industry. But 
they are a credible agenda for 
hard, steady work. At the same 
time the industry department's 
role, may be redefined as toe 
champion of industrial efficiency 
within government, rather than a 
nanny far favoured sectors. Thus, 
Mr Mandelson may argue far less 
onerous planning oc environmen- 
tal restrictions, or for a more 
business-friendly tax regime: 

These as yet are little more 
than aspirations. Without deter- 
mined follow-through, this' white 
paper will join the three pro- 
duced by the Conservatives on 
tbe pile of past New Year resolu- 
tions. But this document at least 
confirms Labour’s claim to be 
firmly, and pragmatically pro- 
business.. Much -of- its analysis 
might be a lecture to those, on its 
left who still dislike big profits. 

And this remains ht least in 
issue of confidence for small busi- 
nesses. Tougher competition 
rales, better education and train- 
ing, streamlined government and 
easier finance may all help to 
raise the game of entrepreneurs. 
But few will risk losing their 
shirts, unless they believe the 
government ready wiU let them 
become filthy rich. 


It's all downhill, 
saysNeeman 

So Yaakov Neeman has had 
enough. Tired of the bickering, 
lying and shouting In the 
government, Israel's owlish 
finance minister yesterday 
decided to quit From foe 
vantage point of his Swiss ski 
chalet It can't Imre been a 
difficult call. 

The grey-hafned tax lawyer has 
won respect from the business ” 
community but always seemed 
uneasy with, foe, partisan -world of 
Jerusalem politics. Now Neeman, 
who never joined a political 
party, plans to return to foe plush 
premises of his Tel Aviv law firm. 

The strange thing is that prime 
minister Benjamin Netanyahu 
made no attempt to keep him. 
After afl, 59-year-old Neeman 
was in many ways the perfect 
finance minister after Dan 
Meridor quit last year, a 

proponent of tight fiscal policy 
and liberaJisatkjn who could set 
policy free fromparty ties. 

The lesson seems to be that 
Bibi is now too preoccupied with 
Staying in power to worry about 
reform. Neeman's resignation 
letter - faxed from his Alpine - 
eyrie — certainly itakes a dim view 
of the drift of government policy. 

He writes that Netanyahu's 
coalition has turned kite a 
platform “for political scurrying’; 
and what’s more. -’ttra public 
coffers are no longer guarded,, 
and every legislator, faction or 
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ard Nixon resigned before the 
House got to vote on the articles.) 
President Johnson, of course, sur- 
vived in the Senate, and Mr Clin- 
ton looks likely to do the same. 

But impeachment itself is an 
ineradicable stain on his presi- 
dency. Furthermore, a trial in the 
Senate might tie up the country 
for months and wreck Mr Clin- 
ton's chances of doing anything 
substantial in his last two years 
in office. 

How has this extraordinary 
state of affairs come about? 
Remember that little over a 
month ago, voters in the mid- 
term elections seemed to rebuff 
the Republicans' impeachment 
efforts. Opinion polls are still 
showing large majorities of 
Americans opposed to impeach- 
ment .Why are so many Republi- 
cans, and even a few Democrats, 
pressing on regardless? 

The answer is complex. 

The principal advocates of 
impeachment are of course con- 
servative Republicans. Since the 
first allegations of wrongdoing by 
Mr Clinton emerged in 1993 over 
the 1980s Whitewater land deal, 
they have called for his removal. 
Congressmen such as Dan Bur- 
ton of Indiana and Bob Barr of 
Georgia, backed by the party's 
vocal right wing, have led the 
calls for his departure. 

But political partisanship now 
goes well beyond the radical 
right When Kenneth Starr, the 
independent prosecutor, came- up 
with the first real evidence of 
crimes by Mr Clinton - in partic- 
ular, of perjury in the Lewinsky 
case - he appealed to a broad 
swathe of the party. 

Mr Clinton's repeated denials 
under oath of a sexual relation- 
ship with Ms Lewinsky paved the 
way for Mr Starr’s impeachment 
report, accepted with alacrity by 
Republicans on the Judiciary 
Committee. 

The Starr report was presented 
to a Congress that has become 


much more partisan In recent 
years, as a result of changing 
national political and demo- 
graphic characteristics. The dis- 
appearance of the old conserva- 
tive Democratic party in the 
south left the two parties more 
sharply divided: and conservative 
Republicans now make up the 
majority of the party’s House rep- 
resentation. 

But it is only a majority. There 
Is still a significant minority of 
moderate, even liberal. Republi- 
cans who have defied the party 
on a number of Issues and 
seemed at one point prepared to 
do so on impeachment. “There 
are 30 or so sensible mainstream 
Republicans who’ve seen tbe 
eletaion results and who are not 
going to want to defy the will of 
the people on this," said one 
White House official two weeks 


H e was wrong. Why? 

To disgruntled Demo- 
crats, the answer is 
manipulation. For all 
the lack of electoral appeal of 
impeachment, the power of the 
conservatives in the party's base 
is overwhelming. Moderate 
Republicans, in the view of some 
at the White House, simply got 
scared at the prospect of alien- 
ating the party’s core supporters. 

In the power vacuum at the top 
of the Republican party that has 
emerged since Newt Gingrich 
stood down as Speaker after tbe 
elections, Democrats see a sinis- 
ter figure at work in the form of 
Tom DeLay, the Majority Whip in 
the House. 

Democrats say that Mr DeLay, 
a former pest exterminator now 
known, chillingly, as “The Ham- 
mer", has been frightening mod- 
erates with the question: “Do you 
want to be remembered in your 
party as the Republican who 
saved Bill Clinton's presidency 
from the stain of impeachment?" 
But this Machiavellian view 


seems overdone. Mr DeLay has 
clearly been active, but he has 
hardly been derisive: some mod- 
erate Republicans say they have 
received more attention from 
Democrats than from their own 
leaders. 

The truth is that many moder- 
ates seem to be coming down 
against the president because 
they see impeachment as the 
most effective means of punish- 
ing the president. Some Republi- 
cans have said privately that 
while they do not believe the 
president's behaviour merits his 
removal from office, they do 
want to see him suffer a mean- 
ingful reprimand for his actions. 

This has been at the core of the 
discussion between the White 
House and the Congress since the 
election. Mr Clinton's aides have 
been trying to negotiate some 
form of censure that would allow 
Congress to demonstrate its vig- 
orous disapproval without irrepa- 
rably harming his presidency. 

It has proved impossible to 
reach agreement on the terms of 
the censure. Even moderate 
Republicans wanted Mr Clinton 
to acknowledge that he lied 
under oath and to the American 
people when be denied having 
had a sexual relationship with 
Ms Lewinsky. But because Mr 
Clinton may face indictment on 
the crime of perjury when he 
leaves office, he has refused to 
make that admission. 

Expecting the president to 
make such an acknowledgment 
was always somewhat far- 
fetched. Oarning up to perjury 
would, rather, strengthen the 
prospect that he would be 
impeached. Furthermore, many 
Republicans believe a censure 
vote would be meaningless or 
even unconstitutional. 

Instead, they see a vote to 
impeach as the only meaningful 
form of censure - even if Mr 
Clinton survives in the senate 
(two-thirds of senators would 


have to vote to convict to remove 
him from office). “If we really 
want to send a signal to future 
presidents that this behaviour - 
perjury, obstruction, wilful disre- 
gard for a proper legal process - 
is unacceptable, the threat of 
tainting that presidency forever 
with impeachment is the most 
powerful disincentive we can 
find." says one Republican. 

But of course, tbe wording of 
the impeachment bill goes far 
beyond censure, and the view 
among many Republicans yester- 
day was less calculating than 
that. Congressmen such as Mr 
Quinn have made it plain they 
simply and honestly believe the 
president's behaviour constituted 
a serious felony that warrants his 
removal from office. 

In the words of the four articles 
of Impeachment to be presented 
to the House, “William Jefferson 
Clinton has undermined the 
integrity of his office, has 
brought disrepute on the Presi- 
dency. has betrayed his trust as 
president, and has acted in a 
manner subversive of law and 
justice, to the manifest injury of 
the people of tbe United States. 

“Wherefore. William Jefferson 
Clinton, by such conduct, war- 
rants impeachment and trial, and 
removal from office and disquali- 
fication to hold and enjoy any 
office of honor, trust or profit 
under the United States." 

Now that the case seems cer- 
tain to move to the Senate, tbe 
White House will have to try 
again to make its case against 
that powerful indictment. And if 
it cannot, the attitude of voters 
will not save Mr Clinton. The 
issue is a constitutional one and 
constitutions exist to keep both 
politicians and voters within cer- 
tain bounds. For those who think 
the president has violated Amer- 
ica’s basic ebarter. consider- 
ations of political calculation, 
and even of voters' expectations, 
will take second place. 
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party acts as if they are his 
own". 

Strong words from a man 
who's more at home with 
elBptlcal argument than invective. 
The fear in financial markets Is 
that with Neeman gone 
Netanyahu will try to spend his 
way out of trouble. The owl has 
flown - but Investors wfH be 
watching like hawks. 

Thin pickings 

Vietnam and Japan haven't 
always seen eye to eye. But 
Japanese prime minister Keizo 
Obuchl, In Vietnam for the 
Association of South East Asian 
Nations summit, reckons foe two 
countries have much In common. 

Obuchl, who's also president 
of the Japan-Vtetrwn 
Parliamentarians Friendship 
League, used a speech In Hanoi 
yesterday to argue foe case for 
cordial relations Japan and 
Vietnam share many things, said 
Obuchl, Including an Industrious 
people, a high literacy rate, and 
the fact that "geographically, 
both countries are Jong from 
north to south’. 

Observer feels an international 
organisation coming on: 
nominations, please, for the 
Longitudinally Oriented Nations 
Group. 

Nice cut 

You wont find much entente 
cordiale on the shrives of Marks 
and Spencer in the Boulevard 


Haussman. It seems the British 
department store group, which 
also owns Brooks Brothers, has 
got its famous underwear In a 
twist over the French 
government's plans to introduce 
a 35-hour working week. 

Staff at most of the company's 
21 Frerxfo stores have concluded 
deals on new hours, but workers 
at the flagship Paris outlet aren't 
happy. Staff have been tokJ that 
lunchtime will have to be cut and 
that. In order to emphasise that 
the time is their own, they will be 
expected to leave the store. 

Marks claims foe changes are 
intended “to meet the wishes of 
Its employees, most of whom 
have already concluded new 
working arrangements". It is 
confident that the Haussman 
store will fall Into line by the 
January deadline. And If workers 
don't like the deal, presumably 
they can take it back and 
exchange ft 

Lost for words 

8e warned. Something dire may 
happen by the end of this month. 
The trouble is: what? 

A perplexing missive has 
landed on Observer's desk and it 
all sounds very serious. “ITU 
warns that CDMA-based RTT 
proposals for 1MT-2000 could be 
excluded from further 
consideration if IPR stalemate is 
not resolved by the year end, - It 
begins *• and that’s before It 
starts to get confusing. 

Apparently, Swedish 


telecommunications group 
Ericsson has agreed to license 
patents “that are essential to the 
two different proposed 3G 
standards based on W-CDMA 
and cdma2000". 

But there is a snag. “On 
cdma2000 QUALCOMM claims it 
is holding essential IPRs", while 
for “Europe's UMTS Terrestrial 
Radio Access, Japan's Arib's 
W-CDMA, W-CDM/VNA Of US 
TIPI, and Korea's TTA's Global 
CDMA II. QUALCOMM Is not 
willing to waive the IPR rights it 
says It holds". 

Did someone mention 
communication? 

Saints and sinners 

Bill Clinton may find Washington 
a bit hostile these days, but 
there’ll always be a warm 
welcome for him in Baltybunion. 

The golfing mecca on Ireland's 
west coast, where the president 
played a round at the end of his 
autumn official visit to the 
Emerald Isle, Is planning to erect 
a statue in his honour. 

The larger-than-life bronze 
likeness, showing Clinton dub in 
hand and in mid-swing, will be 
transported today from a Dublin 
foundry to Its County Kerry 
resting place. The man behind 
foe 7ft tall monument is local 
resident and all-round Clinton fan 
Frank Quitter. “While they're 
crucifying him in Washington, 
we're going to canonise him in 
BaUybunjon," he quips. Now 
there’s a though L 


100 years ago 

Sheep And Wolves 
Directors it appears, judging 
by the result of yesterday's 
meeting of the India Rubber 
(Mexico) shareholders, are no 
longer to have a voice in foe 
conduct of public companies 
when disputes arise with foe 
vendors, in future, it would 
seem, ft is into the hands of 
the vendors themselves that 
the shareholders are to entrust 
their interests - an 
arrangement that vividly recalls 
the old fable about foe shfy 
flock who were persuaded by 
a plausible wolf to dispense 
wfth the protection of the 
sheepdogs. Up to date the 
senior directors appear to 
have been worse than useless 
to the shareholders. 


50 years ago 

“German Shipyards Not 
Needed" 

Glasgow, Dec. 16. The 
dangers inherent In restoring 
foe German shipbuilding 
industry were stressed by Sir 
A. Murray Stephen, chairman 
of Alexander Stephen and 
Sons, In a speech following ■ 
the launch from his yard of a 
5,200 ton cargo ship for the 
French Government Britain 
had been bitten twice, he said. 
Were the Germans now to be 
allowed to bite a third time? 
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Consultancy carve-out 


KPMG's plan to take Its global 
management consultancy business public 
sounds great in theory. With fee income 
of $3bn, 90 per cent top-line growth and 
double digit profit margins, the consul- 
tancy arm looks like a hidden jewel bur- 
ied inside the rather more staid account- 
ing practice. Unlocking it through an 
initial public offering 6hould create signif- 
icant value - on estimated multiples of 
two to four times revenues. It cenild be 
worth more than SlObn. In. addition, it 
would furnish KPMG with a currency to 
attract top talent and make acquisitions. 

In practice it raises tricky issues, even 
if regulators allow it Haunted by the 
damaging split between Arthur Andersen 
and Andersen Worldwide, KPMG intends 
to retain control of its consultancy divi- 
sion. As a result it is listing only 20 per 
cent. Yet this arrangement could end up 
hpjng g dangerous half-way house. Offer- 
ing a minority stake will not realise opti- 
mum value. And in centi vising consul- 
tants - but not, presumably, accountants 
- with big stock options will exacerbate 
cultural differences. 

Nor is it dear what will happen to the 
$2bn or so of potential proceeds. KPMG 
hints they will be retained to make acqui- 
sitions rather than distributed to the part- 
ners. But presumably the consultancy 
management could want to buy an IT 
company, while the atvmmtants may be 
keen on a law firm. A real split between 
the two sides might be cleaner. 

Euro-zone bonds 

Has convergence gone too far in 
Europe’s government band markets? Fitch 
IBCA, the credit rating agency, dearly 
thinks so in downgrading fimi ghmi to the 
same level as Italy. But others, including 
Moody's and Standard & Poor's, take the 
opposite view. Which is right? 

The closest parallel is the US municipal 
bond market which - as Change . County 
demonstrated - is no stranger to bank- 
ruptcy. Unlike Europe, where government 
ratings are at the double to triple A level, 
creditworthiness varies widely in the US. 
The District of Colombia, for example, has 
junk bond status despite bring next door 
to Maryland which boasts triple A. 
Spreads in the US secondary market 
reflect these differentials. 

But in Europe the widest differential is 


Gmmmeat short-term debt 

AsaXaflBSrWP 


Spoto _ Mr _ , ■ Fma l fete 

Pomjgd Befgtom Gasan? 


just 23 bads points (between Portugal and 
Germany). As for Belgian government 
bands, a spread of only 20 basis prints 
does not capture the genuine risk pre- 
mium. Belgium's short-term debt is more 
than 30 per cent of grass domestic prod- 
uct, compared with just 7 per cent for 
Germany. Yet these Habfntig« are about to 
be redenominated into a currency (the 
euro) over which Belgium will have little 
controL 

If the European Central wanif is serious 
in its commitment not to bail out strug- 
gling member states, Belgium should he 
trading at a wider spread. After all, the 
eurozone as a whole would not merit its 
triple A rating if the “no-bail out” pledge 
ladled credibility. 

Pathe 

Having Vincent Bollorfe as a major 
ghamhnTdgr is not a French manager’s 
idea of a good time. The wheeler-dealer 
Breton recently waged a war of attrition 
against the Bouygues brothers before 
nearly doubling his money by selling out 
of their eponymous industrial empire. 
What is he up to now, snapping up over 10 
per cent of Pathfi? 

Executives at this media group are 
unlikely to be losing much sleep. The 
incumbent Seydoux family controls over 
40 per cent of the voting rights, so the 
threat of a hostile bid looks remote in die 
ext re me. Instead, the move is a canny bit 
of financial opportunism. Paths is cur- 
rently capitalised at around Frl2bn. Given 
that its 17 per cent stake in British Sky 


Broadcasting alone is worth Frl3.7bn, 

there is a reasonable chance of share price 

upside. Of coarse, unwinding the BSkyB 
stake would have tax implications. But 
Pathfe also has a 20 per cent stake in a 
subsidiary of Canal Plus, the French 
pay-TV company, valued by analysts at 
around Frl.5bn. And there are some 
decent assets in Pathe itself, with total 
sales of just over FrSbn. 

But the group's attractions are also 
strategic. As Europe taros into the play- 
pen of squabbling media groups. Paths 
can use its two big media stakes as bar- 
gaining chips. News Corporation and 
Canal Plus - and maybe the German 
giants Kirch and Bertelsmann - will have 
to flim imt of Pathe in their pinna for 
European domination. 

UK competitiveness 

Is it a wake-up call or a warning? Peter 
Mandelson has correctly Identified two 
important mental impediments to UK 
co mp etitiveness: too little knowledge in 
industry aryj too little commercialism in 
academe. Changing ttifa has as much to 
do with David Bhmkett, education secre- 
tary, as the department of trade and 
Industry. But at least Mr Mandelson is 
u pfr ont about the point of it alb profits 
and prosperity. His welcome propaganda 
about knowledge and enterprise should 
wato a cultural difference. 

The warning relates to the increased 
burden of government initiatives such as 
the minimnm wage and. this week, 
employee pensions. As the costs of these j 
mount, it will no longer make so much 
sense for UK employers to run labour- 
intensive equipment into the ground. 
They will have to manage less by the seat 
of their pants and more intelligently by 
wiMmiidng thefr plant anri twVinp on 
fewer workers whom they are prepared to 
bain. Such derisions, as Mr Mandelson 
acknowledges, are best encouraged by a 
stable macroeconomic environment 

So what practical role can the DTI play? 
Some oiling of the wheels for <mmil and 
nascent companies is nnran tr ovarial and 
will not cost much. More important will 
be Mr Mandrison’8 promised attack on 
impediments to business, such as the 
planning process and weak Infrastructure. 
This will lead htm on to other politicians’ 
patches. Good luck to him in that 
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Washington plans powers 
to cut hedge fund risks 

Move to tighten reporting standards in wake of LTCM bail-out 



By Brian* tf offfc to Mfesttngftn 


The US government is considering 
new regulatory powers in the wake 
of Long-Term Capital Management's 
near-collapse to protect investors 
and creditors from the risks posed 
by highly-leveraged hedge funds. 

Officials from President HU Clin- 
ton’s working groin? on financial 
markets revealed yesterday that 
they plan new rep o rt in g standards 
on risk-taking by hedge- foods and 
other highly leveraged tostitutions. - 

Patrick Parkinson, aaaorinte direc- 
tor of the Federal Reserve’s research 
division, told a senate the 

working group was also discusring 
plans tor “more direct regulation” of 
leverage activity through capital 
requirements and margin calls in 
derivatives markets. 

Hedge funds such as LTCM are 
largely unregulated under US securi- 
ties laws, along with the over-the- 
counter derivatives market where 
contracts are struck between indi- 
vidual, sophisticated users. 

Mr Parkinson was highly critical 
of banks that extended credit to 
LTCM on “very generous terms”. 


before the Fed coordinated a $3-Sbn 
bafi-out Eiy a consortium of banks in 
September. 

“In LTCM’s case, counterparties 
obtained information from LTCM 
that indicated it had securities and 

derivatives positions that were very 
large relative to its capital,” he said. 
“However, tew, if any, seem to have 
really understood LTCSTs risk pro- 
file. especially its very large posi- 
tions in certain illiquid markets.” 


Rim icq had sho wn fiie same lack of v about SL2S0bn. 


Information or inadequate analysis 
of information and there is a brood 
^vmwbshs that creditors need to re- 
examine how they make such deci- 
sions.” 

According to the Commodities and 
Futures Trading Commission, the 
main US futures regulator. LTCM 
used capital of less than $ibn to 
leverage investment In securities 
worth about $l25bn and derivatives 
contracts with a notional value of 



risk management “in their dealings 
with other highly leveraged firms”. 

Sena to r s on the agriculture com- 
mittee heard how the Fed was step- 
ping up supervirion rtf' risk manage- 
ment- In particular, banking 
regulators .are seeking to improve 
how h anks approve credit, including 
procedures for estimating future 
credit risks in volatile markets. 

The Fed's attack on poor lending 
practices was echoed by Treasury 
officials, who. are also responsible tor 
bank supervision. ' 


v Brooksley Bom, who chairs the 
CFTC, said hanka had “unknowingly 
extended enormous credit" to LTCM 
because they lacked Information 
about its extensive borrowings. 
"This unlimited borrowing is the . 
[over-the-counter] derivatives mar- 
ket could pose potentially serious 
dangers to our economy,” she said. 

Senators appeared to agree with 
the call for greater supervision by 
US government officials. 

Dick Lugar, chairman of the agri- 
culture committee, said: “Additional 


l 


name supervision. vuuuuu^ 

Roger Anderson, the Treasury’s disclosure of information to regula- 
deputy assistant secretary for fed- tors may be appropriate. More pro- 
eral finance, said: “There is a ques- dent practices on the part of lenders 
tion whether LTCM’s creditors made may also need to be encouraged or 
some decisions based on insufficient even required.” 


US demands a voice in planned 
restructuring of Europe’s Airbus 


By Guy ds JonqBHras and 
MM— I SkapWar ki London 

The US Is pressing for a voics in the 
planned restructuring of Europe's 
Airbus Industrie and is seeking more 
i nfor mati o n about business plane for 
the consortium’s two newest com- 
mercial aircraft programmes. 

Charlene Barshefeky. US trade 
representative, is expected to raise 
the Issue when she meets Sir Leon 
Brittan, EU trade commissioner, at a 
summit meeting between US Presi- 
dent Bill Clinton and European 
Union leaders in Washington tomor- 
row. 

The US demands r efle ct growing 
pressure from Boeing, the troubled 
US aircraft maker and its supporters 
in the US Congress. They are made 
under a 1992 agreement, which com- 
mits both sides to limiting co mme r- 
cial aircraft subsidies. 

Sir Leon is expected to resist the 


demands. But the EU is anxious to 
avoid a conflict over the issue when 
relations with the US are already 
clouded by a threatened trade war 
over banana Imports and uncertain- 
ties about Mr Clinton's political 
future. 

A US official said rejection of 
Washington’s . demands could 
increase “commercial tensions” 
between Airbus and Boeing. 

Citing Airbus’s recent gains in 
market share, Dick Gephardt, the 
Democrats’ leader in the House of 
Representatives, called last week for 
Airbus subsidies to be on tomor- 
row’s summit agenda. 

Ms Barshefeky wrote to Sir Leon 
this month, saying the proposed 
transformation of the four-nation 
Airbus consortium into a commer- 
cial company should not involve for- 
giveness of any of Its debt 

The US wanted “a common under- 
standing” on other aspects of the 


proposal and to “discuss plans fay 
the formation and structure of the s 
new Airbus entity”. A 

Washington also wants Airbus to? 
disclose more information about its 
A340 600/600 models, which enter 
service in 2002, and its planned 
A3XX “super-jumbo”. 

The aircraft are central to Airbus’s 
strategy of competing with Boeing, 
with the 550-seat A3XX aimed at the 
US company's highly profitable 747. 

A senior EU official said yesterday 
that US concerns that Airbus could 
be excused repayment of some subsi- 
dies were unfounded, and that Wash- 
ington had failed to justify demands 
for more financial information about 
the A340 and A3XX. 

He said the US had provided no 
evidence that Airbus subsidies were 
exceeding limits in the 1992 agree- 
ment and called the US demand for 
disclosure "a fishing expedition” for 
commercially sensitive information. 
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Europe today 

North-western pens of Europe wffl 
be unsettled and mfld. Western 
Noway wSI have heavy rain while 
in Finland ■ weak bond of snow 
wfll push east Into Russia. Tha rest 
at Europe wS be mainly dry with 
tots of sunshine. However, northern 
coasts of Hoftand and Germany 
may have low doud end light 
drizda, while some central areas 
wB be affected by tog patches that 
couW anger sB day. The 
south-eastern Me dit e rran ean wIB 
be changeable, wfth the Greek 
biands and Cyprus Rkely to haw 
thundery showers. 

Fhfe-day forecast 

C en tr a l and western parts of 

Europe wDl stay settled untfl the 
weekend when eold air wM push 
south bringing rain and snow over 
mountains. The unsettled 
conditions wM then move into the 
western Mediterranean with rain 
and thundery showers. 




Abo Crete 

Aon 

A—s 


aWBUIIRES 




C*o 

Mr 

19 

Minimum 

Birin 

Sui 

13 

Gnat 

Cten 

M 

30 

Ctefcw 

fefra 

Ste 

10 


Sun 



27 

Baitex 

Mi 

11 

CKags 

Mr 

-8 


31 




Ccfegn* 

Mr 

12 

Sui 

IS 


Ctouay 

7 

(tew 


SB 

Mr 

8 

Bmufe 

Sbowwr 

24 

Dim 


18 

Hunter 

11 

MOW 

nunfe- 

18 

MN 


24 

Gun 

17 

ftwtey 

Fttf 

30 

DOM 


to 


25 

BflNMte 

Mr 

11 

DttUn 

Brio 

13 

f* 

11 

BudwMt 

ite 

3 



1ft 

Mr 

as 

Ctepwi 

CkxMfy 

8 

Stlrdurah 

feh 

12 


SMtfan at midday. Tfenperttea, mwdmum hr day. Rxnxt* by 'M WEATHERCENTRE 




f*o an 17 

Rnkftit Mr 10 

Ow«a Fmr s 

to— ar Mr IT 

Oaagoir ma 12 

HiaxrU Fair 8 

« «nr 2 

HjngKBns —1 Zt 

HoncUi Mr Z7 

Ran B 
Jafeoite Tlende- 33 

■tosw Cloudy 11 

WeietoiB F» 25 

teadri Swi 29 

tew* &n 23 

LAngeas Sui a 

Laaftfana Sun 22 

Una Mr 94 

Uteri Sun 14 

Umdon Per 11 

tiPteug F* e 

Sin S 
teflera Fair 20 


“««l SUI 

tea Sun 

UaBa Fair 

tetfww Qoudy 

Marfla Rain 

M a b wi a pair 

UtOcoCty Mr 

Mart Sun 


14 RayNwR 
is n« 

« Roma 

12 a. Mco 

2 Seoul 


Cfcady 

11 

teiwi 

1 F* 

25 

few 

Sin 

29 

Naptei 

Sim 

23 

Nnu 

Sui 

28 

Nww Yurts 

Sui 

22 

Mm 

Mr 

94 

Mccata 

Sui 

14 

Oab 

FiW 

11 

PBte 

F* 

8 

tan 

Sui 

8 

Prague 

Ftt 

20 

Oigocn 


II S-taco 

S EP" 1 -. 

22 

yg Stodtefca 
B Straabourg 
■e ayowir 
1 Te^ar 
11 TeAriv 

28 Tofcyo 
” Ibronte 
“ Vmcouw 

8 Vtan ™ 

9 Www 
S W a aNnstan 
39 W aBng ia i 
4 Wt niAj e u 


snow a 
Show 30 
Fah- 13 
Sun IS 
Sun 0 
Thundar 81 
Ogudy fl 
Mr 7 
Per 27 
Sui 17 
Stmor 18 
Sun 14 
Snow -1 
Mn 7 
Mr 7 
Fa* 7 
Ctouay 3 
Fak 10 
Mr 18 
Snow -9 
Cloudy 8 


Without us, 
she wouldn’t be the cat’s 
whiskers. 


Scandlines’ Cat-Link V is the fiisr passenger vessel ro cross the Alaofic in less than three dap. One of a nw breed of ferries 
built by Incar, she's driven by fourwatojets 60m Lips BV, pan of John Crane Marine. 

Each jet handles a power output equivalent to twelve Fl racing cars, propelling over 72,000 litres of water per second 
to provide the ^-pieraag ihrnsr which enabled CK^Liuk V W wtn the Blue Riband for the latest North. Atlantic aossitifr 
She also set new records Set her average speed of over 41 knots for the crossing and for the longest distance travelled in a day. 

Purring across the ocean with her awesome Ups uarerjers, she's lapped up all the competition. 

John Crane is one of D Group’s four speciahsed enguwering businesses, the others being Soobeda Polymer Engumering. 
Bundy and Dowty. Each one ^ a technological and marfet leader in its field Together their specialist sldlb enable 
H Group to get die erttka! answeis right for its customers. W^ildwldc. 
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NCB move sparks rumour mill 



weekend to nationalise Nippon Credit Bank, 
rum °ura have been flying that regulators have a 
secret “hit list" of other insolvent banks and are 
poised to act again. Nobody claims to have 
seen the list, and the Financial Supervisory 
Agency, the banking watchdog, denies there is 
one. But the rumours show how nervous the 
NCB decision has made other banks. Page 22 

Euro to bring new data for FT - 

_ , . The birth of the euro 

on January 1 will mean 
significant changes to 
the sta ti s tica l data pub- 
lished daily by the FT. 
The changes will cover 
bonds, currencies and 
euro-zone equities. We 
win also be making 
special provision for 
• * *• =•«•«— '** - the launch weekend 

itself. The January 5 edition of the paper will 
include Information on toe first day’s trading in 
eurtxJenominated securities and a full guide to 
toe FTa new data. Page 27' 

Polish bank up for grabs 

The battle tines are being drawn for dominance 
of the Polish banking system, with four foreign 
bidders and a solitary local Institution compet- 
ing to buy toe government's stake in Pekao SA, 
one of ton country's largest banks. Page 20 

Clean-up at the blue lagoon 

The “blue lagoon” in Bulgaria's Pirdop valley 
looks inviting from afar but It conceals toxic 
waste from a copper producer with a reputation 
as one of eastern Europe’s worst poUutws.So 
an emergency dean-up took priority over 
increasing smelting capacity when Union Mln- 
fere, toe Belgian metals group, bought MDK Pir- 
dop fast year. Page 30 

Canadian market set for change 

As Paul Martin, Canada's finance minister, 
announced on Monday that he had rejected 
merger proposals involving four of Canada's five 
largest banks, Charles Schwab, toe US discount 
broker, was concluding its first Canadian acqui- 
sition. The deal was a .reminder that financial 
service markets, even in heavily protected Can- 
ada, are changing tost Page 21 

Brussels unhurt by rating rebuff 

Belgium's stock market shrugged off toe news 
that Fitch-IBCA, the credit rating agency, had 
downgraded the country's long-term sovereign 
rating - and analysts said it should continue to 
do so. Page 40 

SocGen in issue on NTT DoCoMo 

Soctete G6n6ralfr Securities fe-to issue. 200,000 . 
covered call warrants on NTT DoCoMo shares, 
the first such products to be issued Iri Japan . 
since they were allowed as a result of deregu-; 
lation. if toils Issue is successful, Japan could 
become a huge market for warrants. Page 28 
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GERMAN BANK SAYS SEPARATING INDUSTRIAL INTERESTS WOULD ENABLE THEM TO BE MANAGED MORE PROFITABLY 


Deutsche denies big sell-off plans 


By Graham Bowiey ta Frankfurt 


Deutsche Bank of Germany 
yesterday denied that its deci- 
sion to . split off its industrial 
assets into separate companies 
would herald a wide-ranging 
sale of the DM40bu ($24bn> 
portfolio. : 

Rolf Breuer, chairman of 
Germany's biggest bank, said: 
“This does not mean that as of 
January 1, there will be a big 
sen-off” He was giving mare 
details of the split, which the 
bank announced cm Tuesday. 

He added: “This Is a core 
business for Deutsche Bank. 
We will go into new holdings, 
keep them and sell them. We 
see it as an advantage for 
Deutsche Bank. It has made 
money for our shareholders in 
the past and . we hope to con- 
tinue to do so." 

Mr Breuer said the Interests, 
which include large stakes in 
companies such as Deimler- 
Chrysler and Allianz, Ger- 
many’s biggest insurer, could 
be managed more profitably by. 
befog hived off 

But analysts suspect the 
move, which will separate 
holdings accounting for 
around 45 per cent of the 
bank's market capitalisation, 
is the first step by Deutsche 
towards gradually jettisoning 
its non-banidng businesses. 

Its dose relationship with a 
wide spectrum of German 
industry is seen as increas- 
ingly unacceptable to share- 
holders. especially in the US, 
where Deutsche Is keen to 
grow. The bank last month 
bought Bankers Trust, the US 
investment batik . 

The analysts said Mr Breuer 
was probably being wary of 
sensitivities in Germany about 



Deutsche Bank chairman Rolf Breuer (right) ooUnbo to* flroup’s spin-off plans as Axel PfH, who wfti run DB Investor, looks on Picture: Reuters 


Deutsche giving up its . 
long-standing industrial ties. 
"The underlying agenda is 
that these things have to be 
Bold,” said one. 

Deutsche shares ended off 
DM3.25 or 8.3 per cent at 
DM95.75. The shares had ral- 
lied on Tuesday on the expec- 
tation that Deutsche would 
announce a dean break with 
its industrial investments. 

The industrial stakes will be 


spun off into separate compa- 
nies to be wninagpri by a new 
Investment vehicle with the 
working title DB Investor. It 
will be based near Frankfort 
and run by Axel Pfefl, a Deut- 
sche board member with wide 
industrial experience. 

Mr Breuer compared the 
new vehicle to Warren Buffet’s 
Berkshire Hathaway inve&tr 
meat fond and Investor, the 
main investment vehicle of 


Sweden's Wallenberg empire. 
He said Deutsche would con- 
tinue to take an active interest 
in its industrial stakes. 

Deutsche said it was launch- 
ing the spin-off now to pre- 
empt tax changes expected to 
be introduced next year. 

Under present rules, Deut- 
sche will be able to transfer its 
assets to the new companies 
without paying Germany’s 
punishing rates of capital 


gains tax. 

Mr Breuer said Deutsche 
would widen its industrial 
involvement beyond Ger- 
many's borders. He said plans 
for the new structure had 
begun before Deutsche had 
talked about Bankers Trust. 
“This is not aimed at putting 
together finance for Bankers 
Trust," he added. 


Shaking off the past, Page 24 


Seagram ends talks with Allied Domecq 


By John Wfltatan In London 


Canadian group calls off negotiations on closer working relations 


Seagram, the Canadian drinks 
and entertainment group, has 
ended' talks with Allied 
Domecq of the UK over closer 
working . arrangements 
between the two companies' 
Spirits and wine businesses. 

Discussions began following 
last year’s Guinness-Grand 
Metropobtan link that formed 
Diageo, the world’s largest 
drinks group. 

A combination of Seagram 
and Allied would bring 
together' the second and third 
largest groups to create a com- 
petitor rf similar size. . . 

; A sales of meetings in Lon- 
don and New York over more 
than nine mrwit h* be” covered 


a range of options from joint 
ventures to merger. But Sea- 
gram, which has seen an 
improvement in its spirits and 
wines division in recent 
months, has now decided to go 
it alone. 

“We were thinking about 
consolidation very strongly 18 
months ago,” said John 
Hunter, chairman of Sea- 
gram’s Spirits and Wine arm. 
“We are now much more com- 
fortable that we can grow prof- 
itably in our own right" 

He also ruled out global 
links with other large drinks 
groups, such as Ba car di- 
Martini, the Bermuda-based 
owner of the white rum that is 


the world's best-selling spirits 
brand. There would need to 
be a compelling case to do a 
large global dud,” he said. 
“We like being masters at our 
own destiny." 

Mr Hunter joined the com- 
pany in May after a 32-year 
career with Coca-Cola culmin- 
ating In his appointment as 
executive vice-president and 
chief, operating officer. His 
arrival at Seagram came soon 
after . the company had 
announced a $60m charge for 
writing down assets in the 
Asia-Pacific region, where the 
economic turmoil had halved 


Last month he announced a 


shake-up in the drinks division 
to focus on its best-known 
brands, which Include Ghivas 
Regal scotch whisky, Martell 
cognac and Captain Morgan 
nun. Marketing has been cen- 
tralised under his control and 
priority will be given only to 
countries with the biggest 
potential. 

One country no longer 
regarded as a key market is 
France, Europe's second larg- 
est in spirits consumption. 
Seagram is even pulling its 
Martell marketing group out of 
the Cognac region and relocat- 
ing it to London. 

However, there are no plans 
to sell non-priority brands and 


the group is considering acqui- 
sitions to fill gaps. One such 
gap identified by many ana- 
lysts is a standard scotch with 
global reach capable of com- 
peting with Diageo's Johnnie 
Walker. 

Seagram has taken advan- 
tage of the Asian crisis to 
acquire the joint venture that 
distributes Seagram drinks in 
Thailand and become the 
majority shareholder in its 
Korean distributor. 

“We've taken a lot of cost 
out in Asia and have strength- 
ened our position in the 
region,” says Mr Hunter. “You 
will see an increase in second 
quarter profits there." 


Don a hat, get ahead, Page 25 


3M profit 
warning 
sends chill 
around 
market 

By Nikld Taff in Chicago 

Minnesota Mining and 
Manufacturing, the big US 
manufacturing company seen 
as a bellwether for the sector 
because of Its wide range of 
products, sent a chill round 
the stock market yesterday 
when it warned of a foil in 
fourth-quarter profits. 

3M. which makes anything 
from Post-it notes and Scotch 
tape to healthcare equipment, 
said it expected earnings to be 
down by about 10 per cent 
year-on-year, and blamed the 
fall on a combination of “mod- 
est* 1 sales growth, reduced pro- 
duction schedules and adverse 
currency effect. 

“During the quarter, we 
slowed factory output to bring 
inventory levels into better 
line with current and projected 
demand," said Livio “Desi” 
DeSimone, the company's 
chairman, in a statement. 
“This Is having a negative 
effect on fourth-quarter gross 
margins." 

Yesterday's news was the 
latest in a series of warnings 
by the consumer products 
giant, which derives more than 
half of its sales outside the US. 
A year ago, it issued a similar 
warning, saying that fourth- 
quarter profits would he fiat, 
partly because of the strength 
of the dollar and weaker over- 
seas sales. In June, it issued a 
further alert, amid the grow- 
ing Asian problems, and talked 
or flat 1998 earnings. 

The latest warning from 3M 
was also the second bout of 
pessimism from a US big man- 
ufacturing group in as many 
days.- On Tuesday, Caterpillar, 
the world's biggest maker of 
earth-moving equipment, said 
it expected fourth-quarter 
earnings to be below expecta- 
tions. 

Yesterday morning. 3M's 
shares slumped by J3A to 
a foil of over 4 per cent - 
with the warning contributing 
to Wall Street's general ner- 
vousness ahead of the 
impeachment vote. 3M is a 
constituent of the benchmark 
Dow Jones Industrials Aver- 
age, which by lunchtime was 
down 57.16 at 8766.14. 

On yesterday's announce- 
ment, a 10 per cent decline in 
3M’s fourth-quarter would cut 
earnings to about 80 cents a 
share, compared with 68 cents 
(or 3366m in total) in the final 
three months of last year. 


KPMG may sell off 20% of 
global consulting business 


By Jkn Krty bt London 


KPMG, the - professional 
services, group, is considering 
a public nfftartwg of 20 -per cent 
of Its global management con- 
sulting business in the first 
attempt by a Big Five firm to 
'gain access to the world capi- 
tal markets an such a scale. 

" The surprise plan, which 
will need 'backing from the 
partners, could form a blue- 
print for a sector in which 
films ’ are looking for flexible 
ways to reward staff and fond 
key acquisitions. ' 

Howeve r , any formal move 
towards such an IPO would 
face tough legal and fiscal bar- 
riers and regulatory hurdles 
from Brussels and Washington 


' - the US Securities and 
Exchange Commission haa 
said publicly that such a move 
would raise Issues of auditor 
independence. “But if we cant 
overcome these kinds of barri- 
ers then nobody can," said one 
senior KPMG partner. 

In 1998, the management 
consultancy business earned 
foes of 33bn worldwide - up 30 
per cent from $2^bn the previ- 
ous year and double the foes 
earned in 1996. Fees are cur- 
rently rising at more than 50 
per emit a you:. 

Although talks between 
KPMG's national practices are 
at an early stage, it is under- 
stood a primary listing would 
take place in New York with 
others to follow. Mike Rake, 


senior partner of the UK firm, 
said the global proposal was 
being studied “In principle" 
and a decision was likely in 
“sparing to early summer". It 
follows the failure of a global 
merger with Ernst & Young 
earlier this year. 

It is unexpected that KPMG 
is considering a public offering 
of its global consultancy busi- 
ness. In September the US Ann 
confirmed it was considering a 
30 per cent offering restricted 
to the US management consul- 
tancy business. 

Steve Butler, CEO of the US 
firm, has convinced executives 
at the other national practices 
that an IPO will not result in 
splitting thp business and can 
embrace the global firm. 


Investors balk at prices in 
Thai sale of seized assets 


By Ted Batdacfce ln Bangkok 


Thailand's auction of JlOSbn 
in assets seized from bankrupt 
finance companies .ended yes- 
terday with the government’s 
financial Sector Besiructuring 
Agency accepting bids cm only 
$ 882 m of the assets. 

The . agency's refusal to 
accept low prices -is an indica- 
tion of the struggle Thailand is 
having in coping, with the 
huge losses analysts say are 
inevitable in the property sec- 
tor. r 

■ The assets, mostly bad debt 
backed by property collateral, . 
were sold for 3384m - aft aver-' 
age dLscount of 73 : per pent of 
face value. Tito FRA had 
offered 45 separate tranches -of - 
loans but sold only nine. Tbs 


auction outcome gave the Thai 
baht cam of its worst -days in 
months. It slipped from BtS&l7 
on Tuesday to Bt8&32 as trad- 
ers covered abort dollar posi- 
tions when tfw auction, results 
were announced. 

Currency analysts fear the 
baht had been supported by 
inflows from unsuccessful for- 
dgn bidders who will seek to 
repatriate their money. 

The property market bubble 
was one of the chief causes of 
the economic decline and 
investors had hoped the FRA 
would help clear the market 
by selling most of the assets in 
one .offering. 

Of the nine tranches sold, 
eight went to Thai financial- 
institutions mid one to Leh- 
man Brothers. “By interna- 


)•- 


tional standards the bids were 
not low but by Thai standards 
they were rather low," said 
Amaral Si la -on, chairman of 
the FRA. 

The unsold tranches fell into 
two groups, FRA officials said, 
foie of which will be subject to 
“profit-sharing* negotiations 
with bidders over the next 
week in an effort to raise the 
offer prices. 

The second group * said to 
be much larger by bidders con- 
tacted today by the ERA - wifi 
be repackaged and offered 
again. A government-owned 
Asset Management Corpora- 
tion will .participate and, 
depending on how much fund- 
ing it can raise, is expected to 
end up with a large portion of 
the assets. 
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BRAZIL US RETAILER BOWS TO PRESSURE OVER TERMS TO MINORITY INVESTORS 


JC Penney cancels offer to buy shares 


By John Barham to $30 Pardo 

J. C. Penney, the US retailer, 
has bowed to pressure from 
regulators and investors in 
its recently-acquired Brazil- 
ian department store by 
deciding to cancel a contro- 
versial offer to buy stock 
from minority shareholders 
in Lojas Renner. 

Investors and fund manag- 
ers said the terms J. C. Pen- 
ney offered minority share- 
holders when it acquired 


Lojas Renner last week were 
substantially lower than 
those offered to the family 
which controlled the chain. 

Carlos Gustavo Simas, a 
partner In Banco Icatu, a Rio 
de Janeiro Investment bank, 
said: "We have won a battle, 
not the war. Now, they will 
have to come and negotiate 
with us." 

Last week, the Sdo Paulo 
stock exchange, whose presi- 
dent holds 10 per cent of vot- 
ing stock in Lojas Renner, 


suspended trading in the 
company's shares until it 
revealed the price paid to 
the Renner family and 
ann ounced a business plan 
for the chain. 

J. C. Penney said in a 
statement “we have submit- 
ted an offer at an attractive 
premium to the market”. 
However, it said “conversa- 
tions with [regulators! have 
left us uncertain as to the 
regulations in this area”. 

J. C. Penney has refused to 


Polish bank stake attracts 
strong overseas interest 

Four foreign bidders have been warned that Pekao SA must not 
become a local retail arm, writes Christopher Bobinski 


divulge the price it offered to 
Renner family members who 
held 63 per cent of the voting 
stock, equivalent to 27 per 
cent of its total equity. 

Brazilian law allows com- 
panies to issue large 
amounts of p re fe rre d stock, 
which have no voting rights 
but are entitled to higher 
dividend payments, to pre- 
serve control in the hands of 
core investors. 

Analysts say J. C. Penney’s 
offer of RS25 per lot of thou- 


Pofeh banks 

Depute n at Jon 1988 (ZMy tm) 
PRO BP 


sand shares substantially 
undervalued the company 
and was intended to intimi- 
date shareholders into sell- 
ing quickly at low prices. 
J.C. Penney refused to com- 
ment on the allegations and 
has not indicated whether It 
will make an improved offer. 

By law, companies must 
distribute at least 25 per cent 
of net profits to sharehold- 
ers. Dividends paid to hold- 
ers of preferred stock must 
be 10 per cent higher than 


those paid to holders of otdi- 
narv stock. This means 
J. C. Penney has an Interest 
in acquiring preferred stock 
because it owns less than 
one-third of the company. 

Mr Simas said: “JC Penney 
has ambitions in Brazil, but 
does not want to indude 
minority shareholders in 
this. If [JC Penney] wants to 
grow, it will have to invest 
in Lojas Renner and will not 
want to share this with 
minority investors.” 


Prapodtan B( foreign tapfei (Mr 1898) 
Sotrfb Kona3M 


T he battle lines are being 
drawn for dominance of 
the Polish banking sys- 
tem. with four foreign bid- 
ders competing with a soli- 
tary local institution to buy 
the government's stake in 
Pekao SA, one of the coun- 
try's largest banks. 

State treasury officials 
hope to complete the sale of 
the 52 per cent stake in 
Pekao. worth around SI bn, 
by next spring. The winner 
can look forward to a domi- 
nant position in the sector 
within a decade. 

The state is happy to have 
first rank international 
names declare an interest in 
purchasing the stake. But 
the list of institutions - four 
foreign and one Polish - is 
relatively short and the sale, 
in which the treasury is 
being advised by Credit Sui- 
sse First Boston, will not be 
easy. 

The treasury and Pekao 
SA's management - led by 


the strong willed Maria Pas- 
loWisniewska - are insist- 
ing on a set or conditions 
designed to ensure that the 
bank continues to develop 
after the takeover as an 
independent and fully 
fledged universal b ank and 
not be reduced to the role of 
a local retail operation for a 
foreign giant. 

While the list contains 
four foreign banks - Citi- 
bank, Deutsche Bank, Allied 
Irish Banks (AIB) and Cre- 
dito Italiano working with 
Allianz, the fir man insurer 
- Rank Handlowy is the only 
local bank to have declared 
an interest This underscores 
the weakness of domestic 

hanks. 

The shortage of potential 
local buyers could provoke a 
political outcry. Nationalists 
are likely to object to one 
fifth of the banking system 
controlled by Pekao SA fall- 
ing under “foreign control”. 

Ms Paslo-Wlsniewska, 39, 


who was appointed to head 
the bank last February after 
a successful career at the 
AIB controlled Wi elko polski 
Bank Kredytowy (WBK) in 
Poznan, is clear on the issue 
of a foreign investor. 

"We have to make up a 
gap of 200 years in banking 
skills,'' she says. “We don't 
have antl-foreign phobias at 
the Pekao SA - an alliance 
between a Polish bank and a 
good and experienced for- 
eign bank Is the best way of 
transferring this know-how,” 
she adds. 

“Without foreign capital 
we will remain a relatively 
small domestically-owned 
hank, unab le to financ e large 
projects, ever laboriously 
putting together loan consor- 
tia with other small local 
banks and seeing our clients 
go abroad for their financ- 
ing”. 

Bank Handlowy, which 
has JP. Morgan, Swedbank 
and Zurich Financial Ser- 



vices as minority investors, 
has been told by the trea- 
sury that It fails to fulfil the 
criteria for potential inves- 
tors. 

These state that the suc- 
cessful bidder shonld be an 
International bank and a 
recognised leader in retail 
and corporate banking. It 
should also have expertise In 
life assurance and agree not 
to compete locally with the 
Pekao SA. . 

Nevertheless Handlowy, 
which desperately needs 
access to a source of retail 
deposit funding such as 
Pekao SA's, is arguing hard 
that a domestically owned 
bank should be given a 


chance to make an offer. Ms 
Paslo-Wlsniewska is ada- 
mant “Handlowy completely 
£afis to fulfil the criteria, to 
say nothing of one small 
detail - they don't have the 
money. It's like Pekao SA 
saying that it wants to buy 
ABN AMRO ” 

She Is also adamant about 
the non-competition clause. 

T his could cause prob- 
lems for Citibank which 
is eyeing Pekao SA's 630 
branches with a view to 
developing a retail banking 
operation in Poland. 

Citibank would also want 
to preserve its local corpo- 
rate banking business devel- 


oped over the past seven 
years. 

“If Citibank wants to 
become a strategic investor 
in Pekao SA it will have to 
wind up or merge its local 
operations with us,” Ms Pas- 
lo-Wlsniewska says. 

Pekao SA. which is being 
advised by Rothschilds dur- 
ing the sale, will fight hard 
to preserve its standing as a 
universal hank 

Ms Paslo-Wlsniewska is 
keen to build an insurance 
and a mortgage lending arm. 
In retail she says that half of 
all Poles don't yet have a 
hank account "We want to 
get half of that half.” she 
says. 


CHINA PROVINCE CALLS IN INVESTMENT BANK TO ADVISE ON AILING AGENCY 


Goldman to lead revamp at Guangdong 


By Louise Lucas In Hong Kong 


Goldman Sachs, the US 
investment bank, is to take 
an equity stake or around 
$20m in Guangdong Enter- 
prises. the flagship invest- 
ment company of China’s 
richest province. Guangdong 
yesterday confirmed it was 
hiring Goldman Sachs to 
advise on a comprehensive 
restructuring of its ailing 
agency. 


The move to bring in 
investment bankers follows 
the October closure of 
Guangdong International 
Trust and Investment Corp 
iGitic). an investment arm of 
the provincial government, 
over its Inability to repay 
debts. 

Gltic's closure sent jitters 
through the investment 
community, prompting some 
banks to rein in lending. The 
resulting credit squeeze has 


exacerbated the mainland 
entities' problems. 

Guangdong Enterprises . is 
among those now facing 
financial and operational 
difficulties. 

Wang Qishan, executive 
vice-governor of Guangdong 
province, said the provincial 
government would support 
Goldman Sachs’ efforts to 
"restore Guangdong 

Enterprises to prosperity" 
by injecting high quality 


assets into the company. 

Mr Wang also indicated 
that a successful 
restructuring in Guangdong 
could create a model for 
other provinces. 

"To restructure, so 
comprehensively, a company 
such as this is probably a 
first for China,” he 
said. 

The mandate is also a 
landmark for Goldman 
Sachs, which co-sponsored 


China's recent $lbn global 
bond and. last year, 
co-sponsored China's biggest 
initial public offering. Henry 
Paulson, co-chairman, called 
it “truly a prestigious and 
unique assignment for 
Goldman Sachs”. 

Shareholders in 
Guangdong Investment, the 
Hong Kong listed company 
under Guangdong 
Enterprises, also took heart 
from the deal, pushing the 


share price up 2.48 per cent 
to HK$l.6S - still a fraction of 
the year high of HK55.15. 

Mr Wang said the planned 
restructuring was fully 
supported by both the 
provincial and the central 
governments. 

“It clearly demonstrates 
our commitment to reform 
and to create a truly 
commercially viable and 
financially independent 
entity ” be said. 


Corporate 

radar. 
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No FT, no comment. 


This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 
The offer is made only by the Offering Circular. 


8,250,000 Shares 


& 


Banco Santander Puerto Rico 


Common Stock 

Price US$21)4 Per Share 


Copies of the Offering Circular may be obtained In any State from 
any Underwriter who may lawfully offer the securities In such State. 


Joint Lead Managers and Bookrunners for U.S. and International Offering 

Santander Investment ABN AMRO Rothschild 

a division of ABN AMRO Incorporated 

Friedman, Billings, Ramsey & Co., Inc. 


Lehman Brothers 
PaineWebber Incorporated 
Salomon Smith Barney 

Fox-Pitt, Kelton Inc. 

Raymond James & Associates, Inc. 

Joint Lead Managers and Bookrunners for Puerto Rico Offering 

Santander Securities 

November 20, 1998 


Morgan Stanley Dean Witter 
Prudential Securities Incorporated 

Popular Securities 


ABN AMRO Rothschild 

a division of ABN AMRO Incorporated 
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INVITATION TO TENDER 

FOR THE PURCHASE OF SHARES OF KONZUMBANK LTD 
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L Magyar Fcpentfei Bank Rt 
(Hungarian Devdapment Bank Ltd) 

345054 

74.04 

i. Magyar Befiefctettsi es Vagyookeado Rl 
(H uogsiai Envesment end Asaet Management Lid) 

36,720 
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COMPANY FO RECASTS ST ATEMENT .BY 3M HELPS TO STRENGTHEN BELIEF THAT NEXT YEAR WILL SEE DECLINE IN US GROWTH 

‘Blue chip’ profit warnings gather pace 


John Authers In Hew York 

Yesterday's warning on' 
profits from 3M, the Min- 
nesota-based manufacturer, 
accentuated the trend of the 
last two weeks, which has 
86611 a succession of compa- 
res regarded as bellwethers 
for the US economy 
announce deeply pessimistic 
forecasts on their profits. 

While it is not unusual for 
companies to damp expecta- 
tions in the last month of a 
Quarter, it Is rare for so 
tnany "blue-chip" companies 
to do so. 

These profit warnings 
seem to have been the chief 
factor in forcing equity indi- 
ces lower in the last two 
weeks. 


So far this month, nine of 
the 30 companies in the 
benchmark Dow Jones 
Industrial Average have 
issued negative news. 

As well as 3M, they 
include: JP Morgan, the 
investment banking group: 
Merck, the pharmaceuticals 
group; Procter & Gamble, 
the -consumer products com- 
pany; Coca-Cola, the soft 
ririnfeg manufacturer; Cater- 
pillar, . the manufacturing 
group; Boeing, the aircraft 
maker Sears Roebuck, the 
retailer; and Union Carbide, 
the chemicals group. 

The guidance from corpo- 
rate finance officers 
strengthens economists' 
belief that next year will see 
a “growth recession” or “soft 


landing", which avoids a full 
recession but sees a signifi- 
cant decline in the rate of 
profits growth. 

As most of the warning 
companies derive a large 
proportion of their profits 
outside the US, the news 
confirms that the full effects 
of last year's Asian economic 
crisis have still not been felt 
in the US corporate sector. 

According to the fore- 
caster First Call, S&P 500 
companies are now expected 
to report a year-on-year prof- 
its rise of 3.7 per cent for the 
current quarter - down from 
last year's fourth-quarter 
profits rise of as per cent. 

Charles Hill, head of 
research at First Cal], said 
346 companies had issued 


prefits warnings already. 

Several other factors mean 
the fourth quarter figures 
may be worse than they at 
first appear. Last year's 
wave of Asian currency 
devaluations took place 
mostly In the fourth quarter, 
creating a one-off severe 
dent in the profits of export- 
ers. The current quarter is 
the first in which the devalU' 
ations will not adversely 
affect profits. 

Further, the protracted 
strike at General Motors 
ififHntPd damage on earnings 
during the third quarter 
which should not be 
repeated. 

Edward Yardeni, chief 
economist at Deutsche Bank 
in New York, says US earn- 


ings per share in November 
were still r unnin g 1.8 per 
cent ahead of the expecta- 
tions of a year earlier (a con- 
trast with Canada, the UK 
and Japan, where earnings 
are below the expectations of 
L3 months earlier). But he 
added: “However, this is a 
dramatic slowdown from the 
rapid pace of growth in 
recent years." 

Mr Hill suggested the 
Asian crisis had affected not 
only the profits of consumer 
companies, such as Coca- 
Cola, but also of capital 
equipment supplies, which 
will suffer from reduced 
investment in tbe region. 

He also warned of a devel- 
oping margin squeeze in the 
US. 



Jack Welch: his confidence over 
GE outfook bucks the trend 


NEWS DIGEST 


HEALTHCARE 

Quintiles Transnational 
makes $1 .7bn acquisition 

Quintiles Transnational, the North Carolina-based 
healthcare outsourcing group, ended a week of aggressive 
buying yesterday with the Sl.7bn all-stock purchase of 
Envoy, a Nashville healthcare data service. 

Quintiles conducts laboratory research and sells drugs 
on a contract basis tor pharmaceutical groups, and now 
plans to build a presence in healthcare informatics. This 
week it has already announced the acquisition of Pharma- 
ceutical Marketing Services, which monitors the healthcare 
industry, for Sl97m in cash and slock, and some of the 
assets of Hoechst Marion Roussel, the pharmaceutical arm 
oi Hoechst, tor S93m. 

However, Quintiles shares felt 17 per cent to S46.75 in 
early afternoon trading. Envoy's shares surged 20 per cent 
to $50.50. Quintiles third-quarter revenues rose 47 per 
cent to more than S3D0m. Victoria Griffith, Boston 


AOL shopping 


Tips just for the top 


By John Labate In New York 

America Online, the world's 
leading online services com- 
pany. yesterday released 
strong figures for online 
sales and visits to its site 
during the early holiday 
shopping season. 

Although AOL did not 
release specific sales and 
traffic figures, it said the 
number of visitors surged 
350 per cent in tbe first two 
weeks of the holiday period, 
compared with tbe same 
period in 1997, while 
spending levels rose 50 per 
cent. 


toys on its AOL Shopping 
Channel, a collection of 
more thap too retailers, had 
surged 300 per cent from last 
year’s levels, making the toy 
category its most popular. 

Other strong categories on 
the AOL site were clothing, 
books and music. 

However, some analysts 
expressed doubts that AOL’s 
performance would be 
matched by other Internet 
retailers. 

“AOL consumers are 
clearly more comfortable 
buying online than general 
internet consumers,” said 
Marla LaTour Kadis on, 
online- analyst at Forrester 
Research. 


surges 

On average, 43 per cent of 
AOL’s customers shop 
online, rising to well above 
50 per cent during the recent 
holiday season. 

According to Forrester 
Research, of the total 29m 
US households which have 
internet connections, only 
30 per cent are estimated to 
have shopped online - which 
is well below the AOL aver- 
age. 

AOL shares were up 332 
at $96ti in active midday 
trading; and the shares were 
the most actively traded on 
the Hew York Stock 
Exchange. 

Other internet stocks were 
also higher, including the 
online bookseller Ama- 
zon.com, which surged 346% 
or 19 per cent to $288% after 
an analyst at CISC Oppen- 
heimer raised its target 
share price to $400. 


By Richard Waters In New York 

Wall Street analysts who 
gathered on Monday evening 
for dinner with Jack Welch 
have long been familiar with 
the General Electric chair- 
man's contagious energy and 
enthusiasm. But even they 
weren't ready for the bra- 
vura performance Mr Welch 
put on that night: powered 
by his confident assessment 
of the company's prospects. 
GE's stock jumped by 7 per 
cent the next day, adding 
more than $20bn to the com- 
pany's market value. 

This is just the latest 
example of how Wall Street, 
jittery about the outlook lor 
earnings, now latches onto 
any signal about future cor 
porate profits. 

Many of signals have 
been available only to the 
select group of professionals 


who are able to talk directly 
to companies, rather than 
the small investors who 
have become such a power- 
ful force during tbe 1990s 
bull market. 

Two other companies in 
tbe Dow Jones Industrial 
Average - Procter & Gamble 
and Citigroup - have also 
seen their shares move in 
recent days after analysts 
picked up information that 
was not available to the gen- 
eral public. P&G’s stock 
tumbled nearly 8 per cent 
over two days last week 
after it nudged analysts that 
expectations of tbe compa- 
ny’s revenues growth were 
too high. 

Citigroup, meanwhile, has 
indicated that unwinding the 
investment positions of its 
arbitrage trading unit was 
still weighing on its earn- 
ings. None of the companies 


issued press releases. This is 
not tbe way that Arthur Lev- 
itt, chairman of the Securi- 
ties and Exchange Commis- 
sion, wanted it to be. In 
February, Mr Levitt called 
on companies to be more 
careful with bow they dis- 
close price-sensitive informa- 
tion. ''The proverbial 'little 
guy' on Main Street should 
have the same fair chance as 
the big guys’,'* he said. 

GE, for one. said there was 
nothing new in what Mr 
Welch had told the analysts. 
A week before, he bad com- 
mented on the CNBC cable 
television channel - which 
is owned by GE - that the 
company would meet the 
Street's expectations for next 
year, according to a com- 
pany spokesman. “He is just 
a great presenter and an 
enthusiastic guy," the 
spokesman added. 


The company also 
reported that 750.000 AOL 
members had become first- “For first-time buyers you 
time online buyers during have to focus on their secu- 
the past two weeks. rity fears, and security Is a 

In tbe highly competitive major hurdle that AOL helps 
children's retail market, .customers get over," Ms 
AOL said online traffic for Kadison added. 


CEREALS 


Kellogg to launch new line 

Kellogg, the US cereals producer hit by declining market 
share and competition from private- label suppliers, yester- 
day said it intended to introduce a new premium cereal 
line, called Country Inn Specialties, early next year and 
expand its convenience foods. It also confirmed big capital 
spending reductions. The figure will drop from S400m this 
year, to S270m in 1999 and 5250m in 2000. Kellogg 
shares eased SI to S35,’ . Nikki Tait, Chicago 


BANKING 


$1.25bn charge for Bank One 

Bank One, the largest bank in the US mid-west following 
its S29.5bn merger with First Chicago NBD, yesterday 
confirmed that its total merger-related restructuring charge 
would be about Si -25bn. Most of this would be incurred 
during the current quarter. This was a relief to analysts, as 
several large banking mergers in the last two years have 
been followed by greater-than-expected charges. How- 
ever, Bank One also said it would take a charge of 
SI 50m -$2 00m in the fourth quarter to cover the write- 
down of some of its ATM businesses and to revalue some 
of its auto-leasing businesses. By mid-session its shares 
had slipped SI £ to $51 John Authers, New York 


Size matters to Canada banks 


Growth plans falter afl 

A t the same time that 
Paul Martin, Canada’s 
finance minister,- .was 
announcing on Monday that 
her haul- rejected -merger - pro-*-, 
posals in5olVt^four^bf Can- v 
ada's five largest banks, the - 
US discount broker Charles 
Schwab was conclmfing its 
first Canadian acquisition. . 

The timing ftiay have been : 
coincidental , but it was a 
shot across the bows none- 
theless. Schwab agreed to 
buy Priority Brokerage, a 
small Canadian discount 
broker that targets “mid- 
tier". customers, those rich , 
enough to have , a diverse 
Investment portfolio but pre- 
fer to manage their own' 
financial affairs. 

With the acquisition, 
Schwab, tbe world's largest 
discount broker, will- go after 
the best bome-market cus- 
tomers of Canada’s Toronto- 
Dominion Bank, which has 
the world's second-largest 
discount brokerage network. 

Tbe acquisition was a 
reminder that financial ser- 
vice markets, even Canada’s 
heavily protected market, 
are changing rapidly. 

With the Canadian market 
largely saturated, tbe banks 
realised that their best 
opportunity to Improve 
return on equity was to 
expand abroad. That calcula- 
tion drove the merger plans 
announced by the Royal 
Bank of Canada and the 
Bank of Montreal in Janu- 
ary. TD Bank and the Cana- 
dian Imperial Bank of Com- 
merce announced their own 
merger in April. 

With the Canadian govern- 
ment slamming the door on 
those proposals, the banks 
will be forced to rethink 
their strategies. 

While the government 
says they are too large to 
merge without restricting 
domestic competition, they 
may be too small to compete 
abroad against a shrinking 


block on mergers, 


NorthAhnfcaRliaiifcB . 



finals' 

IBM. 


K' 


,'SBv 


3sa;. 

J’MkagH.'. . 

■ IS* 

■BankOteV"' - ■ 

'■■■■ 2»v. 

rtfiiuif . ' ' 1 • ' • 1 

ttstuini 

mt 

•ywhftma, •; 

... :iro 

esc V" 

• :r 82 

HoyaiBaRkat.Canate 

in- 

Bantere Trust. - . 

158 

Sofia.,- • 

1B1 



TorantD-ttanfeim - r 

, - TIB •* 

•nRStnnaicidi 

n: 

- v . r> - 



number of financial institu- 
tions. They face the unpleas- 
ant prospect of losing share 
at home while lacking the 
size, to expand internation- 
ally. ■ 

“There was definitely a 
strategic need to Increase 
their scale”, says Andy Belt, 
executive vice president of 
Renaissance Worldwide, the 
US consultancy. “For the 
Canadian banks, this is a 
real bump in’the road." 

Jim Andrew,., vice presi- 
dent of mergers and acqui- 
sitions at Renaissance, says 
the only way to grow in the 
North American market is - 
through acquisitions. “And 
that is a scale game," one hr 
whiefa Canada's banks may 
now remain too small to 
play. 

Each of the Canadian 
banks has strengths interna- 
tionally, but gaping boles as 
well, TD is a . leader in dis- 
count brokerage, but has 
little presence in equity 
underwriting. 

The Bank of Montreal has 
large retail operations in the 
US and Mexico, and is a 
leader in electronic banking, 
hut is weak in investment 


says Edward Alden 

banking and lacks resources 
for large US acquisitions. 

CIBC acquired a foothold 
ip US investment banking, 
particularly high-yield debt, 
with" its acquisition of 
Oppenheimer last year. But 
huge trading losses in tbe 
last two quarters have 
forced the . bank to close sev- 
eral lines of business. 

Royal Bank. Canada's larg- 
est, has the strongest under- 
writing business in the coun- 
try and has been improving 
its. capability to serve the 
international needs of Cana- 
dian corporate customers. 
■But overall it has the small- 
est percentage of its earning 
assets outside Canada of the 
big five banks. 

. The mergers would have 
filled many of those holes 
and with consolidation in 
North America and Europe 
time is not on the banks' 
side. Mr Belt says Canada's 
banks can wait two years 
before merging, "hut five 
years would be a night- 
mare”. 

Ironically, the best ally the 
banks have may he US Insti- 
tutions like Schwab, MBNA 
America and Wells Fargo. 

D uring the merger 
debate, tbe banks 
warned that these 
“monoline" competitors 
Ware poaching their domes- 
tic business in mutual funds, 
credit cards and mortgages. 
But the Competition Bureau 
concluded that the banks 
still enjoyed a stranglehold 
on most of Canada’s finan- 
cial services market. 

The Canadian government 
has promised to promote 
more foreign competition 
.and domestic competition 
from credit unions and 
insurance companies. 

If Canada’s banks start 
getting beaten at home a bit 
more often, the govern- 
ment’s decision might be dif- 
ferent next time around. 


Early 

redemption 
of 1990 6.6 
convertible 
bonds 


SHAREHOLDERS' 

IHfCrtMATiOti 



DANONE 

The Danone Group has opted for early redemption of 
; ite 1990/2000 6.6% convertible bond issue. - 

• ■ ’ From January. 1 through April 1, bondholders may 
r ;<Jioose between redemption at FF 900 per bond, or- 
conversion into shares bearing dividends as of . 
January 1, 1999, on the basis of .1.1 shares per bond.- 

*.' / Full conversion would create some 3,700,000 new 
shares. As a result, .the Group will also ask the General 
. .Meeting of Shareholders, to be held .on May lft -1999-- 

I to approve cancellation of . an equal number of . 
existing shares. These will be drawn from treasuiy . 
, stock, notably, shares acquired, under the buyback 
program launched fri.1998. 



WILL YOUR FUTURE EUROBANK CALL THIS A VIKING SHIELD? 

Anyone in the Nordic region could tell you straight away that the 
picture is not of a viking shield but of a traditional Nordic bread. 

The point is not to lose sight of regional differences when evaluating 
eurobanks. An inborn understanding of local and regional matters 
can be crucial to your success. 

In the Nordic region, we suggest that you could make no 
better choice of a eurobank than S EB. We offer the combination 
of unrivalled Nordic contacts and experience with unbeatable 
technology for euro transactions. Euromoney, May 1998, ranked 
S E B amongst the five most technologically advanced international 
exchange banks. 

We provide innovative and profitable solutions for your business. 


S 

SWWDWW1SKA ENSKUM BANKEN 

taned By StumtaovisU EnskAta Banken ioubll «teli r regulated by me SFA for the conduct at iwstment bus/iess n the U K 



Our integrated euro and Y2K compliant systems facilitate 
payment processing and provide improved access to euro liquidity. 

No doubt you are also wondering how the euro will affect your 
business. Our answer is that if you work through SEB, it will 
probably make life simpler. We have standard solutions ready to 
offer you - or we may recommend a package designed precisely 
for your business. We are ready and willing to discuss the options. 

Furthermore, we have offices strategically positioned world- 
wide and established relationships with 2,500 banks internationally. 
So wherever you may wish to do business, S E B is ready to help. 
And if you need advice on eurobanking in the Nordic region, you 
will of course be talking to the right people. 
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FOOD PRODUCTION SALE TO FIRST PACIFIC AND NiSSIN FOOD WILL RAISE $570m 


DBS takes 


Salim sells controlling stake in Indofood s ^ake in 


By Louise Lucas In Hong Kong 
and Dermot (PSuIIhran 
fo Jakarta 


Indonesia’s Salim group is to 
raise USSSTOm through the 
sale of a 60 per cent stake in 
Indofood Sukses Makmur. 
the country’s biggest food 
producer. 

The deal marks a hefty 
restructuring for Indofood, 
and brings welcome foreign 
investment into Indonesia, a 
country regarded as being 
"off the map" by many bank- 
ers and investors. 

The buyers are First 
Pacific, the Hong Kong-listed 
conglomerate controlled by 


the Salim group, and Nissin 
Food Products of Japan. The 
two, which will form a 50-50 
joint venture, paid Rp3,950 a 
share, equivalent to the dos- 
ing price on Tuesday. 

The deal represents a wel- 
come cash injection for the 
Salim Group, which needs 
the extra funds to help it 
repay Rp35.00Qbn ($A5bn) in 
liquidity credits extended by 
the Indonesian central bank 
to the group's financial flag- 
ship. Bank Central Asia. 

The Salim Group has 
already pledged 10.18 per 
cent of Indofood's sha r es to 
the government. 

First Pacific denied it was 


bailing out an affiliate, 
.pointing to the inclusion of 
Nissin in the deal and its 
own interest in Indofood as a 
possible replacement for 
Hegemeyer. the Dutch trad- 
ing company it sold out of at 

the beginning of the year. 

Analysts added that Indo- 
food did not have the cash- 
flow and operational prob- 
lems that have beset other 
companies in Indonesia fol- 
lowing the recent financial 
and social crises. 

Indofood has been able to 
more than doable prices 
despite the sharp falls in 
average incomes in the last 
year. “ Cashflow and 


operations have been sur- 
prisingly resilient despite 
the economic crisis. The 
price increase only hit vol- 
umes by about 5-10 per 
cent,” says Mauri ta Sutedja, 
analyst with ABN-Amro 
Hoare Govett in Jafcarta. 

lt has managed to keep up 
the interest payments on its 
Slbn foreign debt, unlike 
many large Indonesian com- 
panies. It is due to repay 
$320m in principal next year 
and $278m in 2000. Some 
analysts think indofood will 
be able to repay out of cash- 
flow and reserves, though 
there is talk among bankers 
in Jakarta that it could sell 


Nationalisation rumour mill starts to whirl 


After NCB, other Japanese banks may face government action, writes Gillian Tett 


S ince the Japanese gov- 
ernment decided last 
weekend to nationalise 
Nippon Credit Bank, 
rumours have been circulat- 
ing in the banking world 
that regulators have a secret 
"hit list" of other Insolvent 
banks and are poised to act 
a gain. 

Nobody claims to have 
seen the list, and the Finan- 
cial Supervisory Agency, the 
Japanese watchdog, denies 
its existence. But the 
rumours, however fanciful, 
show just how nervous Japa- 
nese h anks have been made 
by NCB’s fete. 

As an official at one of the 
largest commercial banks 
says: “We are all watching 
each other and wondering 
who will merge or close 
next" And one senior finan- 
cial official commented: “I 
think in a few years there 
will be only half the number 
of large banks." 

Some western analysts are 
already trying to spot the 
weak candidates. James 
Fiorillo, analyst at ING Bar- 
ings, thinks Dalwa, Fuji, 
Yasuda Trust and Sumitomo 
Trust are particularly vul- 
nerable. “A number of other 
hanks could follow NCB into 
nationalisation depending on 
the FSA's determination to 
cleanse the system of weaker 
players," he says. 

Moody's, the US credit rat- 


ing agency, believes that 
Chuo Trust, Yasuda Trust 
and Dalwa are the weakest. 
It rates them all at Baa3. or 
one notch above "junk 
bond" status, and the same 
level as NCB and Dong Term 
Credit Bank, which has also 
been nationalised. 

The banks all insist they 
are healthy and the FSA, for 
its part, has given little sign 
that it plans to act again 
soon. Hakuo Yanigasawa, 
the minister for financial 
reform, declared on Monday 
that no other banks were 
deemed insolvent at the end 
of September. 

Last month the FSA let all 
the banks, apart from NCB, 
indicate that they planned to 
apply for public funds. NCB 
was discouraged from saying 
it would apply because the 
FSA already deemed it insol- 
vent. 

Even without more nation- 
alisations, NCB’s demise 
could still trigger further 
upheaval in coming months. 
The perceived threat of fresh 
government action is likely 
to accelerate the pace of 
“voluntary" restructuring, 
including more mergers 
among both strong and weak 
hanks, bankers say. 

One group attracting 
attention is the Industrial 
Bank of Japan. IBJ has been 
regarded until now as rela- 
tively healthy. Like NCB and 


LTCB, it started life as a 
so-called long-term credit 
bank - those that were 
intended to specialise in 
long-term lending to corpora- 
tions, finan ced by five-year 
debenture issuance. This 
franchise has been crumbled 
in recent years, triggering 
tbe problems at NCB and 
LTCB. Although IBJ says it 
lias transformed its 
operations to become an 
investment bank, it is now 
scrambling to reinforce its 
strategy. 

It is already b uilding alli- 
ances with Nomura Securi- 
ties and Dai-fcfai fife, 

bat some government offi- 
cials have recently floated 
the idea that the hank mi ght 
seek a more radical option 
and join forces with the 
Japan Development Bank or 
Export-Import Bank, two 
state-owned banks. 


O ther large banks are 
also beginning to act 
Sumitomo, one of the 
healthiest, is building an 
alliance with Dalwa Securi- 
ties which might pave the 
way for a merger. Sumitomo 
Trust, a traditional keiretsu 
partner, has also been trying 
to reinforce links with Sumi- 
tomo to boost its own 
chances of survival. 

Many bankers are now 
watching Bank of Tokyo Mit- 
subishi. BTM suffered a 


TIME IS 

RUNNING OUT 


HAVE YOU DEALT WITH THE YEAR 2000 YET? 






The year 2000 problem 
will cost business billions 
of pounds. Even a medium 
steed IT department could 
have d final bill of around 
£3 million. Time is running 
out. The problem will not 
go away. And the longer you 
leave it the more it will cost 
you. But where do you start? 

What will it cost? What 
problems lie ahead? 

Solving the Year 2000 
Problem - one in a series 
of FT Management Briefings 
- this is the essential ‘must 
read' guide for everyone 
facing this ultra-hot issue. 

With it, you can minimise the 
threat and tackle the problem, 
before your vita! systems come 
grinding to a halt. 

Authoritative, jargon-free and extremely practical, 
it outlines the 
steps you need 
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you’ll confront. 




What does the Management 
Briefing explain? 

• When each of your systems 
will fail. 

• How you can avert disaster. 

• Why tbe cost mil increase the 
longer you leave it. 

• How you can lessen the 
financial impact of a Year 
2000 Project. 

• What action you need to 
take now. 

• What tests to use to ensure 
that your systems are robust. 

The Year 2000 is looming. The cost 
of leaving it any longer could be 
a whole lot more than the cost of 
this briefing. 
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its flour-milling arm. Its new 
parentage gives Indofood 
ao ress to International mar- 
keting experience and finan- 
cial skills, and links it to 
Nissin Food, the inventor of 
Instan t noodles. 

For First Pacific, which 
last month paid US$749m for 
a majority stake in Philip- 
pine Long Distance Tele- 
phone Company, the deal 
addresses concerns that it 
was becoming too heavily 
focused on the Philippines, 
which was at odds with its 
pan-Asian mandate. 

Yesterday, the group said 
that the “new” First Pacific 
would focus on selected blue 


chips in the region. It is 
funding its USS285m share erf 
the Indofood deal through a 
USSl35m new share issue - 
rep resenting 10 per cent of 
its enlarged capital - and 
«wh , while Nissin will fund 
its share with cash. The deal 
is expected to dose on Feb- 
ruary L 

First Pacific said it would 
launch Its share issue at 
HKS4 a share, a 722 per cent 
premium to the average dos- 
ing price over the past 10 
trading days. While its latest 
acquisition broadens its 
portfolio, it also increases 
the group’s gearing and 
could trigger more disposals. 


Kwong On 


By SMa McNulty In Kuala 
Lumpur, Louise Lucas In Hong 
Kong aod GUfan Tett In Tokyo 


humiliating blow when 
Nikko, its traditional broker- 
age partner, recently chose 
to create an alliance with 
the US Travelers group 
rather than with BTM. 
Although BTM is now effec- 
tively absorbing Nippon 
Trust, a weak trust bank 
partner, it still laHcs a credi- 
ble securities arm and may 
try to find one soon. 

Sanwa. another large com- 
mercial bank, could also sur- 
prise. It had hoped to forge 
nltianwiR with Merrill Lynch 
of the US, but this has been 
rebuffed. Sanwa may now 
try to buy an ailing Japanese 
broker cheaply. 

An alliance with Kokusai, 
an unusually healthy broker, 
has also been considered. 
Another rumoured option is 
a merger with Sakura, a 
commercial fmnirinp group. 
Sakura. for its part, is 
strengthening ties with Mit- 
sui Trust a weak trust bank 
that has recently announced 
plans to withdraw from over- 
seas operations. 

Other commercial banks 
are also edging towards each 
other. Asahi and Tokai are 
linking some operations, 
while Fuji and Dai-Ichi Kan- 
gyo plan to create a joint 
venture to buy the healthy 
assets of the ailing Yasuda 
Trust 

Tenmobu Maeda, a senior 
Fuji Bank official, said 



Mmo NbMmura, IBJ chief: bonk has bean attra cting a ttentio n AP 


recently that thte joint ven- 
ture might lead to a merger 
in the future. Although Fuji 
has since retracted this com- 
ment. the markets are now 
closely watching the bank. 

The fate of Yasuda Trust’s 
remaining operations will 
also attract scrutiny and 
other weak trust banks 
could also create flashpoints. 
Chuo Trust refused to rescue 
NCB last week, but it is 
absorbing tbe operations of 
Hokkaido Takushoku. which 


failed last year. Although 
Chuo Trust appears to 
assume that thic will guar- 
antee government support, 
its position remains weak 
enough for it to consider 
additional alliances. 

Such moves may not cre- 
ate full-scale mergers imme- 
diately. let alone boost prof- 
its. But they could end the 
rigid categorisation that has 
governed Japan’s banking 
world for decades. More 
rumours may soon be flying. 


Singapore’s status as a 
regional flimncfal centre was 
enhanced yesterday with the 
announcement by DBS, the 
country’s leading bank, that 
it would launch a voluntary 
takeover bid following its 
purchase of a controlling 44 
per cent stake in Kwong On 
Rank, the retail bank. 

South-east Asia’s largest 
bank paid more than 
HK$l.5bn (US$l94m) for the 
stake formerly owned by 
Fhft Bank. 

The purchase deals a blow 
to Hong Kong, which has 
lost some its advantages 
over Singapore as a regional 
financial centre since the 
east-Asian crisis began. 

Singapore maintain ed 
a hands-off approach and 
even continued to liberalise 
its financial sector, while 
Hong Kong's administ ration 
has become more interven- 
tionist 

Yesterday’s deal ends 
mouths of speculation over 
Kwong On Bank which 
began when Fuji Bank put 
its stake on the block in 
early October. Possible buy- 
ers included Dao Heng, a 
Hong Kong bank, and Bank 
of America. 

Kwong On Bank share- 
holders will have three 
options when the full offer is 
launched. However, big 
shareholders - mainly mem- 
bers of prominent Hong 
wring families - have under- 
taken to accept a full condi- 
tional offer, but will con- 
tinue to be involved in the 
management of Kwong On 
Bank. Ronald Leung will 
remain rftafrmftn 

Fuji Bank, which has been 
involved with Kwong On 
Bank for more than 25 years, 
will receive about HK$l.5hn 
cash up front, and a further 
cash payment in IS months’ 
time, from its sale of the 
4 4 per cent stake. 

The move is also in line 
with DBS' efforts to respond 
to calls by the Singapore 


Samsung denies agreement on swap 


By John Burton In Seoul 


Samsung yesterday denied a 
claim by Daewoo that the 
two groups had reached an 
agreement on swapping 
Samsung Motors for Daewoo 
Electronics, in a sign of 
growing friction over the 
deal. 

The proposed swap, 
announced last week is part 
of a state-sponsored corpo- 
rate restructuring among 
South Korea’s top five con- 
glomerates. or chaebol that 
has been opposed by busi- 
ness groups. 

Workers from the two 
companies have staged pro- 


tests over threatened job 
cuts if Samsung, Korea’s big- 
gest electronics maker, 
absorbs Daewoo Electronics 
and Daewoo, Korea’s second 
largest carmaker, takes over 
troubled Samsung Motors. 

The Samsung denial 
quickly followed a statement 
by Daewoo that broad agree- 
ment had been reached on 
swap terms, including a 
guarantee by Samsung that 
It would retain all of Daewoo 
Electronics’ workers, over- 
seas operations, subcontrac- 
tors and brand name for at 
least five years. 

The Daewoo statement 
appeared designed to 


appease angry Daewoo Elec- 
tronic workers and the 
heads of Its overseas plants. - 
The managing director of 
Daewoo Electronics plant in 
Northern Ireland this week 
urged tire UK to put pressure 
on Korea to stop the swap. 

Samsung said an agree- 
ment had not been con- 
cluded because of continued 
disputes over the future of 
its car division. Samsung is 
believed to want a guarantee 
from Daewoo to continue 
production of Samsung's 
only passenger car model, 
which is based on technol- 
ogy from Nissan of Japan. 

But such a promise would 


defeat the purpose of the 
swap, which is meant to 
reduce excess capacity in 
Korean car industry. Dae- 
woo has a car model, based 
on Honda technology, that 

competes a gains t Samsung . 

An agreement by Samsung 
to Daewoo's demand to keep 
Daewoo Electronics as an 
individual subsidiary for the 
next five years would also 
set back efforts to promote 
consolidation in Korean con- 
sumo- electronics. 

Samsung was hoping to 
merge its consumer electron- 
ics unit with Daewoo and 
spin’ off the company by 
seeking foreign investment 
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government to fortify its 
presence in the region. 

b March, it bought Thai 
Dana R«nic, and in January 
it acquired 60 per cent or 
Bank of Southeast Asia, a 
small Philippine commercial 
bask. It also has expanded at 
bonus in recent months, with 
the purchase of Singapore's 
POSBank. 

Both DBS and POSBank 
are finked to the Singapore 
government, which will own 
53 per cent of tbe new entity. 

DBS has taken the lead 
among Singapore's five com- 
mercial banking groups in 
' reforming. John Olds, for- 
merly of J.P. Morgan, was 
this year appointed deputy 
chairman and chief execu- 
tive officer. He Is the first 
westerner to head one of the 
city state’s main govern- 
ment-linked companies. 

Tbe sale comes as small 
hartlcs fo "Hoag Kong are fac- 
ing pressure on several 
fronts, with loan growth flat 
and high interest rates 
squeezing margins for most 
of the year. Other banks 
tipped as acquisition targets 
indude First Pacific Bank. 

Many Japanese banks are 
seeking to scale back over- 
seas operations and looking 
for ways of boosting their 
capital positions to comply 
with tightened capital ^ade- 
quacy standards. 

Fuji denied it had any 
plans to withdraw from the 
Hong Kong markets entirely, 
and said the sale reflected its 
strategy of streamlining its 
overseas wholesale and secu- 
rities businesses. Kwong On 
did not fit In with this strat- 
egy, It said. 

"Fuji Bank's strong com- 
mitment to the Kong Kong 
fi nandal market will not be 
altered by this transaction,” 
it said. 

DBS shares were among 
the biggest gainers yester- 
day, before being suspended 
after the midday break in 
trading. DBS’s local tranche 
rose 25 cents to S$7.65. Its 
foreign tranche rose 20 cents 
to SS13.00 ahead of the 
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$328,084,000 

- 10'/4% Senior Discount Notes due 2008 


NTI^ 

NTL incorporated 


$625,000,000 

.1 Vn% Senior Notes due 2008 



Fresenius Medical Care 
Capital Trust II 

$450,000,000 

7' -% USD Trust Preterred Secunties due 2008 

Fresenius Medical Care 
Capital Trust ill 

DM300,000,000 

7<-% DM Trust Preferred Secunties due 2008 


Chase managed over $6 billion in European high yield new issues in 1998, representing more than 50% of the total 
amount raised in this market. Our leadership in leveraged finance is grounded in the strong relationships we have 
forged with our issuer and investor clients. We'd like to rake this opportunity to thank our clients for their partnership. 
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TOBACCO FRENCH GROUP IN AGREEMENT TO PURCHASE CONSOLIDATED CIGAR HOLDINGS 


Seita to buy US cigar group for $530m 


By David Owen In Paris and 
Richard Tomkins In New York 

Seita, the French tobacco 
group, is to buy Consoli- 
dated Cigar Holdings, the US 
premium cigar maker, for 
$530m in a move it said 
would make it the world’s 
l eading cigar company. 

The French group 
announced last night it 
had signed a definitive 
agreement to acquire the 
US's biggest cigar maker, 
in revenue terms, for 


$17.85 a share in cash. 

The purchase would repre- 
sent an investment of $530m. 
with the total value of the 
transaction reaching $730m 
including assumed debt. 

Seita said the deal would 
create a company with a vol- 
ume of 1-Sbn cigars. 

It would also create a sec- 
ond strong business along- 
side the Seita's cigarette 
division, which was focusing 
an the international develop- 
ment of the Gauloises 
Blondes brand. 


The purchase would also 
provide the group with 
expertise In the premium, 
hand-rolled cigar market and 
enable it to develop syner- 
gies in tobacco purchasing 
and in the production and 
marketing of its Pleiades 
brand in the US. 

US cigar makers have 
suffered tumbling profits 
this year - not because of 
any end to the recent craze 
for smoking big. fat, 
expensive cigars - but 
because the market has been 


suffering from a glut For 
three years after the 
cigarsmoking craze started 
in I9S4, US cigar companies 
were unable to keep up with 
demand and prices climbed. 
However, last year, 
manufacturers in other 
countries started flooding 
the US market with 
previously unknown brands. 

Yesterday’s announcement, 
came just a month after 
Seita announced the closure 
of two French factories, 
including a cigar plant, in a 


move that stirred a political 
storm in France. 

Consolidated . Cigar, 
realises almost all its sales 
in the US, the world’s largest 
cigar market where it has a 
market share of about 24 per 
cent, with brands including 
Dutch Treats and Antonio y 
Cleopatra. 

In the quarter to October 
3, Consolidated Cigar's net 
profits fell from $l7m to $8m, 

and the company said it had 
retained Chase Securities to 
explore “strategic 


opportunities including a 
possible sale". 

The company is controlled 
by Ronald Perelman, the 
cigar-smoking New York 
financier. It operates eight 
plants in the US. Puerto 
Rico, Honduras, the 
Dominican. Republic and 
Jamaica. 

The agreement calls far a 
wholly owned subsidiary of 
Seita to begin a tender offer 
at the latest on December 22 
for all outstanding shar es in 

Consolidated Cigar. 


Via-GTI group wins Swedish rail contract 


By Jonathan Fort 


An Anglo-French 

consortium led by Via-GTI. 
the public transport aim of 
Paribas, has won a contract 
worth about SKrGOOm ($75m) 
a year to manage Sweden's 
most heavily used railway 
network. 

This is the first Swedish 
railway network to be put 
out to contract to the private 
sector. Under European 
Union public-procurement 


rules, all EU rail services 
have to be publicly tendered 
after 2002. 

Via-GTI and Go-Ahead 
Group, the UK transport 
group, own 90 per cent of a 
joint venture that wiD man- 
age the Stockholm’s com- 
muter and light rail services 
under contract for five years 
from 2000. 

The deal takes Go-Ahead 
into mainland Europe for the 
first time and the group said 
it provided a platform for 


further European public 
transport deals. 

The network, operated by 
state-owned Swedish rail- 
ways, comprises two lines 
running through Stockholm 
and carries aboat 60m pas- 
sengers a year. 

Last year it had sales of 
about SKr2bn. 

Via-GTI owns 51 per cent 
of the consortium and 
Go-Ahead 39 per cent. The 
companies have an existing 
joint venture in the UK over 


the Thames link commuter 
rail franchise in London. BK 
Tag, a local freight train 
operator, has the remaining 
10 per cent. 

The deal was well received 
by Go-Ahead's shareholders, 
and the shares rose 44p to 
755p in London. 

Analysts said the deal had 
allayed concerns that UK 
operators would be locked 
out of European rail 
privatisation deals by 
“less profit oriented" French 


and German operators. 

The consortium is 
understood to have beaten 
off strong competition for 
the deal from Stagecoach, 
the UK transport group, and 
Vivendi of France. 

Stagecoach owns Swebus, 
the largest bus operator in 
the region, while Vivendi 
owns Linjebuss, Sweden’s 
second largest bus company. 
It already runs one 
commuter train in 
Stockholm. 


The consortium will he 
paid a flat fee for managing 
the rail services, indexed for 
inflation- However Go-Ahead 
said there was scope for 
expanding the terms of the 
c on tract over its life. 

“Looking ftfrogd, we rnfght 
well develop ideas with the 
Stockholm transit authority 
to improve service quality 
and those could offer os 
additional remuneration for 
hitting service targets," said 
Go-Ahead. 


Deutsche Bank shakes off past 

Some of its vast industrial holdings are to be moved into a separate company 


By Graham Bowley 
in Ftanfcfirt 


Looming over central 
Frankfurt, the gleaming 
twin towers of Deutsche 
Bank's headquarters appear 
every bit the home of a mod- 
em, global bank. Yesterday, 
Rolf Breuer, the perma- 
nently bronzed chairman of 
Germany’s largest bank, 
took a big step into the pres- 
ent when be began to throw 
off some of Deutsche's his- 
toric legacy by spinning off 
its DM40bn ($24bn) indus- 
trial holdings into a separate 
holding company. 

Mr Breuer denies it vehe- 
mently, but this could be the 
prelude to Deutsche's grad- 
ual disposal Of non- hankin g 
interests and the beginning 
of the end of its traditional 
close involvement with a 
wide spectrum of German 

industry. 

Its industrial empire, built 
up since the second world 
war, includes stakes in com- 
panies from engineering to 
insurance to cement, cover- 
ing many of the biggest 
names in corporate Germany 
such as DaimlerChrysler and 
the insurance group Allianz. 

These diversified holdings 


granted Deutsche unparal- 
leled influence across Ger- 
many, and impressive finan- 
cial stability. 

But the mish-mash of 
hanking and industrial inter- 
ests sat uncomfortably with 
international investors used 
to clearer corporate struc- 
tures, and Deutsche came 
under fierce pressure to 
unravel them. 

It was expected these pres- 
sures would become irresist- 
ible given Mr Brener’s high 
aspirations for international 
expansion; especially in the 
US, where Deutsche recently 
made a big inroad with its 
acquisition of Banker’s 
Trust 

Yet Mr Brener’s plan, 
unveiled yesterday, goes 
only halfway. He intends to 
spin off Deutsche’s myriad 
industrial stakes into around 
a dozen separate companies, 
all managed by a new invest- 
ment vehicle called, for the 
time being, DB Investor, 
which will be fully owned by 
Deutsche. 

This, says Mr Breuer. will 
be one of Germany’s biggest 
companies in its own right - 
in the top 15 of the German 
DAX - and it will stand 
shoulder to shoulder with 


established investment 
funds such as Warren Buf- 
fett’s Berkshire Hathaway 
fund, and Investor, which 
controls Sweden’s Wallen- 
berg empire. 

Mr Breuer’s justification is 
broadly threefold: there will 
be vague tax benefits from 
the new structure; it will be 
more transparent for inves- 
tors; and the stakes will be 
managed more effectively 
and make more for Deutsche 
and its shareholders. 

As for taxes, Deutsche has 

restructured now to pre- 
empt changes to tax rules 
expected to be introduced by 
Germany’s new government 
next year. Under the present 
regime, Deutsche can trans- 
fer its assets at book value 
and so avoid a huge tax bill 
on unrealised capital gains, 
a move likely to be disal- 
lowed soon by Bonn. 

But this explains only the 
timing of the move, not why. 
The new investment vehicle, 
by relocating to a suburb erf 
Frankfurt, will enjoy a 
reduction in local business 
charges, but these will be 
minimal. The biggest tax 
charges remain: Deutsche 
would still face a 50 per cent 
capital gains tax on its 


The Royal Bank 
of Scotland Group pic 

US $350,000,000 
UNDATED FLOATING RATE 
PRIMARY CAPITAL NOTES 

In accordance with the Terms and Conditions of the 
Notes, notice is herein' given that for the Interest 
Period from I7di December 1998 to 17ch June 1999, 
the Notes will bear a Rate of Interest of 5.25% per 
annum. The amount of interest payable on 17th June 
1999 will be US $265.42 per US $10,000 Note and 
US S6.635.42 per US $250,000 Note. 
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Undated Boating rate 
securities 

For the interest period ftwn 
17 December 1 998 to 17 March 
IW die mritewl carry an 
tanst m of 55fi2SX per 

innunj. Imres due oc 17 Mfcxh 

1999 wrii mount to US$1 19 1 
per US$1,000 seewfq. 


QeU Agency and Trust SwfcesJ 
Citibank. NA. London 

1 7 December 1996 

l CmBAtKOT ; 




BANQUE PARIBAS 


US$400, 000,000 
Undated subordinated floating 
rate se cu r it i e s 

For the Introt period from 
17 December 1998 co 
17 Mvdi 1999 (be securities 
vri Ogrty ant n eeratr a seof 
SA37SK per annum. Interest 
pariUe 17 Mirth 1999 per 
US$1,000 sKurtqr wfli amount 
to USS 1339 arid per USS IQ. GOO 
secuiqr vrfg amount to 
US$135.94. 
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Undated Floating Rate Primary Capital Notes 

Inacoofdancewfth the provisions at the Notes, notice is hereby 
given that for the three month Interest Period from December 
17, 1996 to March 17. 1999 tha Notes toil carry an Interest 
Rato at 55% per annum. The interest paykrte on the 
relevant interest payment data, March 17, 1969 wd) be 
U.S. $137.50 per U.S. SI 0.000 prtodpai amount 

By: The Chase Manhattan Bank 
London, Agent Bank 


December 17, 1998 
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Hongkong Bank 

The Hongkong and Shanghai 
BanHng Corporation Untied 
(tncoportedh Hong Kong toft 
anted teMlty) 
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UNDATED FLOATING RATE 
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unrealised reserves, should 
it sell any of its interests. 

Axel pfefl, who will head 
DB Investor, hinted yester- 
day that the new, more flexi- 
ble corporate structure 
meant there might be some 
“corporate finance solu- 
tions” that could be found to 
reduce the tax bill, were the 
industrial stakes ever put on 
the auction Mock. 

Mr Brener’s next justifica- 
tion for the new structure - 
that investors win at last get 
a clear idea of exactly what 
is hidden within Deutsche's 
treasure trove of assets - is 
similarly unconvincing. 
“This will show what you 
actually buy when you buy a 
Deutsche Bank share . . . 
This will bring corporate 
clarity, as the Anglo-Saxons 
call it,” he said. 

Yet Deutsche is unclear 
about what new information 
will be published that is not 
already publicly available. 

The final justification is 
that by appointing dedicated 
managers to the new 
vehicle, the industrial assets 
can be put to work more 
profitably. Mr Pfeil promises 
Deutsche wOl earn i ncreased 
rates of return of as much as 
25 per cent annually com- 
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pared with 20 per cent at 
present, by Tnnnnging invest- 
ments more actively. * ■ 

And the Deutsche chief is 
clear that more active man- 
agement means the bank 
will retain its strong links 
with industry - including 
representation on company 
boards. This new approach 
will not simply be passive 
management from afar. New 
holdings will he taken up for 
two to five years before 
being sold on a gai n. 

Deutsche still wants to 


play its traditional role as 
nanny , for the German econ- 
omy. a portion which many 
in Germany's conservative 
establishment support. “In 
this way we will play a part 
in the restructuring of the 
German industrial land- 
scape," said Mr Breuer. 

The trouble is this 
approach is unlikely to sit 
well with international 
investors, who will continue 
to clamour for Deutsche to 
make a clearer break with 
its Industrial past 


SWEDI SH BANKIN G DE MERGER POSS IBLE — 

SEB to set up 

unit 



for Enskilda 


By fim Bort h Stockholm 

Enskilda Securities, the 
investment banking arm of 
SRH, one of Sweden's largest 

lenders, is to be incorporated 

as a separate company next 
month as part of a wide- 
ranging reorganisation by 
the financial services group. 

The move by SEB, for- 
merly Skandinaviska 
B toqfriM* Banken, could pave 
the way for a demerger of 

Tgrwiriida Securities. 

Enskilda will remain a 
wholly-owned subsidiary of 
SEB, but will have its own 
board of six directors, 
including two from outside 
the hank, and produce sepa- 
rate accounts. 

Lars Thunell, chief execu- 
tive of SEB. the financial 
flagship of the Wallenberg 
business empire, will be 

frhatrmfln, Lars Linder-Aroor 

son, the head of Enskilda, 
will become chief executive. 

Carl-Hemic Sanberg. chief 
executive of Swedish secu- 
rity equipment group Assa 
Abloy, will be a non-execu- 
tive director, along with Stig 
Gustavsson, chief executive 
of the Finnish group Kone 
Cranes. 

Enskilda will be the first 
SEB business to be incorpo- 
rated as a separate company 
under a drive by Mr Thunell 
to delegate profit responsibil- 
ity to the bank’s operating 
divisions. 

Some executives expect Mr 
Thnnell to seek separate 
company status for other 
areas, such as asset manage- 
ment, in a strategy that 
would transform SEB into 
a fmanrifli holding struc- 
ture. 

“A number of business 
areas will either become 
legally separate entities or 
will be managed as such - at 
arm’s length from the bank,” 
said (me SEB insider. 

The proposal follows 18 
months of work to reorgan- 
ise the back office functions 
currently . shared ! between 
SEB and Enskilda. - - . 

Industry analysts 
suggested that the plan 
could clear the way for 
Enskilda, employing 400 
staff; to be more acquisitive 
in the Nordic region or to 
seek alliances with other 
European investment hanks. 

SEB’s corporate finance 
arm already has a tie-up 
with Blackstone Group, the 
US investment house, in 


North America covering 

cross-border deals between 
the Nordic region and tne 

US. , 

-Enskilda is already one or 
the leading corporate 
finance players in northern 
Europe.” said one SEB offi- 
cial. “As long it performs 
from a volume and profit- 
ability point of view, the 
management will have Jtmti- 
fied the decision to give 
tfrpm more freedom of action 
as a separate business." 

Although Enskilda was hit 
by lower business volumes 
business volumes and tur- 
moil in equity and deriva- 
tives trading during the 
third quarter of this year, its 
profitability has been 
described as satisfactory. 

In the first nine months of 
this year, it was the largest 
player of the Stockholm 
stock exchange, handling 9.2 
per cent of equity trading. 

• MeritaNordbanken. the 
Finnish-Swedish bank, yes- 
terday announced a FM3.6bn 
property write-down ahead 
of the demerger nest year of 
almost half its FMSSbn 
($L36bn) property portfolio. 

The bank, formed by last 
year’s merger of Finland's 
Merita and Nordbanken of 
Sweden, said most of the 
writedowns would be taken 
against 170 properties, which 
will form part of Aleksia 
Real Estate, a new property 
company due to be listed in 
Helsinki next year. 

Aleksia’s property assets, 
after the write-downs of 
F MP-gh n, will have a book 
value of FM7.7bn. 

The bank said it would 
als o take combined write- 
downs of FM1.4bn on its 
remaining non-banking 
premises, including hotels 
and shopping centres in Fin- 
land. Merita inherited most 
of these properties as protec- 
tion for bad debts following 
the banking crisis of the 
early 1990s. 

Although the bank has 
already signalled its inten- 
tion to unwind that portfo- 
lio, it said the divestment 
plans would be accelerated. 

As part of the disposal pro- 
gramme, the bank said its 
real estate arm planned to 
form a specialist shopping 
mall group, which may be 
floated in the future. 

It also said it would sell of 
the majority of its remaining 
1.800 non-banking premises 
within the next three years. 


Greece set to name OTE head 


Bf Karin Hope In Athens 

Greece’s parliament was 
expected to approve last 
night the appointment of 
George Simeo aides as chief 
executive of OTE, Greece's 
partly privatised telecommu- 
nications operator. 

The development comes as 
an report commiss ioned by 
the European Union critic- 
ised the company for failing 
to take adequate steps to 
assist in liberalising the 
Greek telecoms market. 

Mr Simeonides, executive 
vice-president of Inmarsat, 
the international maritime 
satellite organisation, was 
chosen by the Socialist gov- 
ernment to succeed George 
Chryssoulouris, who 


resigned in a dispute over 
political interference at OTE. 
Greece’s biggest company. 

Officials said Mr Simeon- 
Ides would be required to 
work more closely t h a n his 
predecessor with Vassilis 

Rapanos, tHw chairman , and 

a group of senior managers. 

The company is 35 per 
cent privatised, but Tassos 
Man tells, the transport min- 
ister and a former chief exec- 
utive of OTE, keeps close 
li nks w ith its m a na geme nt 

OTE’s share price on the 
Athens stock exchange 
jumped 5 per cent yesterday 
after falling steadily since 
Mr Chryssoulouris resigned 
two weeks ago. Mr Simeon- 
ides’s appointment, together 
with news that digitalisation 


of the network was ahead of 
schedule, had reassured 
investors, brokers said. 

Analysts said Mr Simeon- 
Ides’s first task at OTE 
would be to repair relations 
with the European Commis- 
sion. which has frozen 
Ecu38m ($45 m) in grants to 
finance modernisation pro- 
grammes because the gov- 
ernment has failed to ensure 
compliance with EU regula- 
tions on tele coms liberalisa- 
tion- OTE is accused of 
obstructing new entrants to 
Greece’s telecoms market 
through delays in providing 
services such as toll-free 
telephone numbers and 
leased lines. 

An EU-commissioned 
repeat on Greece's progress 


with liberalisation said the 
company abuses its domi- 
nant market position by 
delaying procedures such as 
tariff rebalancing and cost 
accounting. 

OTE is the only 
operator in the EU which 
still has a monopoly on pub- 
lic voice telephony. The gov- 
ernment is under pressure 
from Brussels to open up the 
market by January 2000. 

• George Skarpellis, OTE 
acting chief executive said 
yesterday a 3690m loan 
would be signed tomorrow 
with a group of Greek and 
foreign banks to finance the 
purchase of a 35 per cent 
strategic stake in Rom Tele- 
com, the Romanian state 
operator. 


Bayerische takes 
stake in Tiroler 


By WIRam HaB in Zurich 

Bayerische t.andesbank. one 
of Germany’s biggest banks, 
has won a hotly-contested 
battle to take a 25 per cent 
stake In Tiroler Sparkasse, a 
regional Austrian saving 
bank which has a near 
30 per cent market share In 
the province of TyroL 

The German bank, which 
already owns 49 per cent of 
Bawag, Austria's sixth big- 
gest bank, heat Erste Bank, 
Austria's second biggest 
bank. It also fended off a 
plan by the local Tiro lean 
government to merge Tiroler 
Sparkasse with the prov- 
ince's local mortgage bank. 
The development is the lat- 
est sign of the growing con- 
solidation in Austrian bank- 
ing as the largest groups 
jockey for position ahead of 
the arrival of the euro. Ibis 
is expected to intensify com- 
petition among Austria’s 
hanks. 

It is also & blow for Erste 
Bank which is seeking to 
unity the more than. 70 local 
sayings banks into a power- 


ful European regional hank 
Bayerische Landesbank’s 
Munich headquarters is con- 
siderably closer to the Tiro- 
ler Sparkasse’s Innsbruck 
head office than Erete Rank , 
which is based in Vienna. 

Andreas Treichl. Erste 
Bank’s chief executive, said 
yesterday that he was sad- 
dened by the Tirol Spar- 
kasse’s decision to- link with 
a bank roughly four tmw« 
Erste Bank's size. However, 
it accounted for wily 3 per 
cent of Austria's savings 
bank market and would not 
affect Erste Bank's strategy 
of developing a common 
franchise system under 
which Austria's savings 
banka could offer common 
products and services while 
retaining their indepen- 
dence. 

He confirmed that Erste 
Bank had also been taflriwg 
to Commerzbank, Germany's 
third biggest bank and one 
of its strategic partners 
about further cooperation. 
He said this would not 
involve it increasing its 2 per 
cent stake in Erste. 


Capital boost at 
Credit Foncier 


By Samer Isfcandar in Paris 

Crtdit Foncier. the French 
mortgage bank due to be pri- 
vatised next year, is to 
receive a capital injection of 
up to FFrZbn ($360m) by the 
end of March. 

The recapitalisation 
should bring capital ade- 
quacy ratios to levels recom- 
mended by international 
banking regulators. It is part 
of a restructuring to main* 
Crtdit Foncier more attrac- 
tive to potential buyers, 
after the bank's privatisation 
was interrupted in Septem- 
ber. The only remaining bid- 
der then, a consortium led 
by GMAC, the financing arm 
of General Motors of the US. 
pulled out after failing to 
agree with the government 
on the removal of FFr2Q0bn 
of Credit Ponder’s doubtful 
assets. 

The restructuring will 
indude shifting the bank’s 
mortgage activities to a new- 
ly-created subsidiary. This 
subsidiary will seek to take 
advantage of a recently-an- 
nounced financial reform. 


which will formalise securi- 
tisation the issuance of 
bonds backed by the assets 
underlying the loan. The 
finance ministry said the pri- 
vatisation would start as 
soon as the restructuring 
was completed, “towards the 
end of the first quarter of 
1999". 

In. a bid to soothe trade 
union worries, the ministry 
said the sale would “respect 
the interest of the state, the 
company and its employees". 

The unions had fiercely 
opposed the GMAC-led bid, 
due to what they saw as a 
lack of guarantees on jobs. 

The sale, however, would 
be made in an “open, trans- 
parent and non-discrimina- 
tory manner", the ministry 
said, to dispel speculation 
that the government would 
prefer a sale to a French 
institution. The suspension 
of the sale in September, fol- 
lowed soon afterwards by a 
veto on US drinks company 
Coca-Cola’s planned acquisi- 
tion of Orangina, were 
widely interpreted as anti- 
American. 
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EHBIHEEB IHe US INVESTOR COMPLAINS ABOUT GROUP'S ‘FAILURE TO ACTIVELY EXPLORE' ALL COMBINATIONS 


BTR/Siebe merger vote under threat 


By Pan tet Bogler in New York 

Some of BTR's US share- 
holders are threatening to 
vote against its £8.4bii 
<U4.1bn) merger with Siebe 
oeoause they believe the UR 
conglomerate's management 
»s selling out on the cheap. 

It has also emerged that 
Siebe held merger discus- 
sions with Emerson Electric 
of the US as recently as late 
September. Analysts gaifl 
Emerson could have offered 
a substantial pre mium to 
Siebe’s share price without 
di lut i n g its own earnings. 

Emerson declined to com* 
ment while Siebe said: “In a 
consolidating industry 
everyone talks to everyone." 


: Franklin' Mutual Advisers, 
part of Franklin. Resources 
which holds 10 per cent of 
BTR. 1 and BQghfields Capital, 
with 1 per cent, have 
expressed opposition to the 
dial. 

David Marcus, head of 
European investments at 
FUA. -said: “this is a defen- 
sive merger that is not in the 
interests of shareholders. 
Each company had the 
potential to sell out to a 
third party at a higher 
price." 

; Efighfields' two managing 
directors. Richard Grubman 
and Jonathan Jacobson, 
have sent BTR's directors a 
letter of complaint, which 
states: “We take strong issue 


with BTR’s failure to 
actively explore other possi- 
ble business combinations 
including an outright sale of 
the company at a significant 
premium to what we believe 
is a depressed market price." 

The letter continues: “We 
also believe ... that BTR is 
delivering itself into the 
hands of Siebe because Siebe 
is willing to accommodate 
BTR’s top management with 
attractive ongoing roles at 
the merged entity." 

Highfields suggests that 
BTR’s non-executive direc- 
tors set up a committee, 
with their own advisers, and 
formally put the company up 
for sale. 

Even a relatively low level 


of shareholder opposition 
could scupper the merger, 
since it has been structured 
as a scheme of arrangement 
which requires approval 
from holders of 75 per cent 
of the equity. 

Two large UK institutions, 
which declined to be named, 
said they had also expressed 
dissatisfaction with the deal 
to BTR’s management How- 
ever, the bead of UK equities 
at one of them said voting it 
down was a high-risk strat- 
egy given BTR's poor record 
as an independent company. 
BTR’s largest shareholder is 
Phillips & Drew Fund Man- 
agement with 11 per cent. 

BTR and its advisers argue 
that they thoroughly 


explored all its options. 
Including demergers and dis- 
posals. breaking the com- 
pany up or selling it out- 
right. but tbat no bidder 
apart from Siebe emerged. 

Bob Bauman, chairman, 
said: “There are no ideas In 
the Highfields letter which 
were not fully considered by 
the BTR board when it 
decided the merger with 
Siebe was in the best inter- 
ests of shareholders. In 
reaching this view of its 
options, the company was 
frilly supported by Schraders 

and Goldman Sadis." 

After rising 'sharply on 
news of the deal three weeks 
ago. shares in both compa- 
nies have fallen 10 per cent. 


Don a hat, get ahead, to meet hairy audacious targets 

John Wiilman describes the latest buzz word as espoused by executives at Diageo 


H ats are all the rage with 
Diageo executives right 
now - though not the 
festive headgear tradition- 
ally donned for Christmas 
lunch. It is Hairy Audacious 
Targets that are the focus of 
management attention, set 
by John McGrath, the pug- 
nacious chief executive. . 

One of the UK’s leading 
exponents Of managing for 
value, Mr McGrath wants to 
double shareholder value at 
the food and drink group by 
the end of 2002. Hats are the 
way to focus managers on 
raising performance. 

“Incrementalism is no lon- 
ger good enough," he says. 
“We have set our people 
very aggressive targets that 
will force them to explore 
every possibility.” 

One year after Guinness 
and Grand Metropolitan 
merged to form the world's 
largest spirits business. Mr 
McGrath says Diageo Is 
already ahead of where he 
expected it to be. 

Integration of the two 
drinks subsidiaries was com- 
pleted in the summer and 
annual cost-savings are pre- 
dicted to be £290m ($480m) 
by year three: well ahead of 
the £lS5m estimated during 
the merger. 

Profits dipped 4 per cent in 
the year to June 30. largely 
because of the collapse of 
formerly fast-growing mar- 
kets ensnared in Asian eco- 
nomic turmoil. But United 
Distillers & Vintners, the 
drinks division, raised sales 
in the US and Europe, with 
strong growth in J & B 
Scotch whisky. Smirnoff 
vodka. Josd Cuervo tequila 
and Baileys liqueur. ’ ■ ■ 

“Our competitors said they 
would eat our lunch while 
we integrated - or disinte- 
grated," says Mr McGrath. 
“The speed at. which we com- 
pleted the merger helped us 
maintain momentum." 

One reason for tbat speed 
was what Jack Keenan, .the 
former Kraft executive who 
heads UDV, describes as 
“world-class getting ready”. ’ 


Strong spirit 





Share pries 
raMhri to F1SE 100 Met 


Tumcwrbyre^on* 

m: \ , 


Twncwar by Aristae* 

m • 


' ' Spins and vdoe 
(Mad Ordain 4 Vintners) 



It was impossible for the 
two companies to share mar- 
ket data and plan their inte- 
gration before the comple- 
tion of the merger. ’ 

So. while the deal was 
going through, G uinness and 
GrandMet Kandad the num- 
bers over to McKinsey, the 
business consultancy, which 
drew up country-by-countiy 
plans for bringing the two 
businesses together. 

Within ' weeks of the 
merger being completed, the 
top jobs were filled in 55 of 
the 60 countries where UDV 
has subsidiaries. And it 
quickly became clear that 
savings would be much big- 
ger than anticipated, partic- 
ularly in procurement where 
centralised buying of pack- 
aging, marketing and media . 
has produced sixeable cuts 
in costs, ... 

. Slower io come through 
has .’been rationalisation of 
the -.two- drinks portfolios 
apart from- the sale: of 
Dewar’s; Scotch and Bombay 
gin - a cbnditkm for regula- 


tory approval 

Mr Keenan said earlier 
this year that some smaller 
nun and bourbon brands 
were likely to be sold, but 
UDV has only just appointed 
an investment b^pk. to han- 
dle the sale. . 

“R is very difficult to sell 
brands and create value,” 
says Mr McGrath. The sale 
of Dewar's and Bombay net- 
ted £l.l5bn* a £868m gain 
that brought a tax bill in 
excess csf £22Qm. 

Another candidate for dis- 
posal is the Cruzcampo 
brewing business in Spain 
but there is no for sale sign 
over it yet The company is 
still being turned round, 
says Mr McGrath. . 

Nor is there' much visible 
progress on delivering the 
volume growth in food and 
drink that will be necessary 
to double shareholder value. 

UDV’s overall growth in 
the year to June 30 was 1 per 
cent,, in line with global 
spirits consumption. Sales of 
Johnnie Walker Red Label, 


formerly Diageo’s flagship 
Scotch, fell 6 per cent last 
year, having halved in Asia. 

There Is little prospect of 
an early recovery in the 
emerging markets which 
have provided the. fastest 
growth in recent years. 

Meanwhile, performance 
has faltered at Pillsbury. the 
US packaged food company. 
Sales of higher margin refri- 
gerated baked goods con- 
tinue to rise strongly; but 
lower margin products such 
as Old El Paso Mexican 
foods are losing ground. 
Profit is expected to be lower 
in the second half of 1998. 

There is better news at 
Guinness, the brewing divi- 
sion, and the Burger King 
fast-food restaurant chain, 
both recording strong sales 
growth. However, they 
account for a quarter of 
turnover and less than 22 
per cent of profit 

Managing for value has so 
fkr helped Diageo redirect its 
Investment from low margin 
brands towards the most 


profitable, and to focus on 
the most promising markets. 

But Mr McGrath admits it 
will take time for top-line 
growth to come through as 
managers translate their 
“hats” into detailed strate- 
gies. If they succeed, they 
will be well rewarded; the 
pay of more than L20D man- 
agers is now linked to eco- 
nomic profit targets. 

And a handful of senior 
executives stand to gain 
shares worth up to 150 per 
emit of their annual salary - 
more for those based in the 
US - if total shareholder 
return over the three years 
to the end of 2000 is in the 
top half of a group of 20 
global companies. Mr' 
McGrath is convinced these 
incentives can dramatically 
change behaviour. 

“The divisions are begin- 
ning to talk to each other 
much more, particularly 
brewing and spirits. We are 
stretching our people’s imag- 
inations to achieve these 
aggressive targets" 


R JB wins 

contract 

with 

PowerGen 


By Andrew Taylor 

Government efforts to shore 
up Britain’s coal industry 
received a substantial boost 

yesterday when RJB Mining, 
the country’s biggest pro- 
ducer, announced a deal 
worth up to £lbn ($l. 7 bn) to 

sell coal to PowerGen, the 
country’s second largest fos- 
sil fuel generator. 

Richaid Budge. RJB chief 
executive, said the contract 
was “very good news for job 
security” for the company’s 
9, GOO employees. 

The company has faced a 
serious drop in demand fol- 
lowing the ending this year 
of long-term higher priced 
concessionary contracts 
negotiated with electricity 
generators under the previ- 
ous Conservative govern- 
ment 

RJB said yesterday tbat it 
had replaced long-term con- 
tracts with two of the three 
UK coal-fired generators. 
Earlier this month it 
announced a deal worth 
£800m to sell coal to Eastern 
Group over five years. 

It is still negotiating addi- 
tional sales to National 
Power, Britain's biggest coal 
fired generator, which so far 
has ordered 18m tonnes over 
the next three years. 

RJB’s share price rose 
almost 6 per cent yesterday, 
climbing 4p to TiVip, follow- 
ing its announcement tha t 
after the PowerGen and 
Eastern deals, it had power 
station orders for 81m 
tonnes of coal until 2003. 

The company two months 
ago cut its interim dividend 
by 70 per cent after pre-tax 
profits almost halved to 
£44.72m in the six months to 
June. The shares floated at 
250p in 1993 and reached a 
high of 625p in 1966. 

It still feces a sales defi- 
ciency of about 3m tonnes 
on expected production of 
about 26m tonnes this year, 
if National Power does not 
increase purchases. 

PowerGen has agreed to 
purchase up to 35m tonnes 
of noal from RJB by 2003 
with a minimum require- 
ment to buy about 80 per 
cent of tbat amount. The 
price is worth about 119p a 
gigajoule over the life of the 
contract compared with 
average world prices for 
large tonnages currently of 
about lOOp a gigajoule. 

RJB is thought to have 
been earning about 140p a 
gigajoule under the former 
power station contracts. The 
new price is thought to be 
close to its current deep 
mine operating costs, sug- 
gesting that it may need to 
cut costs further to boost 
profits. 

PowerGen said the con- 
tract “reduces our exposure 
to risks associated with buy- 
ing on the international mar- 
ket where supplies are less 
secure”. 
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Zergo in 

e-commerce 

expansion 

By Part Taylor «. . . • 

Zergo, a supplier of 
c ry p t o graphic products and 
services for electronic com- 
merce, .and communications, 
is to Suy Baltimore Technol- 
ogies, a private Irish com- 
pany, in a. deal worth £35m 
(3563m). 

- The combined group will 
be tbs market leader outside 
the US in a field which is 
being driven by the rapid 
growth of e-commerce. ;*• 

Zergo said the expanded 
group would be able to com- 
pete more effectively in the 
growing market -for “public 
key-based crypto graphics 
and security products, which 
are emerging as the stan- 
dard for internet commerce. 
The market is expected to be 
worth SZbn by 200L 

Zergo also reported results 
for the six months to. Octo- 
ber 31. ' : . . 

It made a pre-tax loss of 
£3. 07m, compared with a 
profit of £78,000. Turnover 
was up 44 per cent tb-£7.74xn 
(£5.37m). Losses per share 
were 14J7p {0-26pX . 

-Zergo will acquire Balti- 
more, a 22-year-old company 
that was the subject of . a 
managem ent bny-out two 
yeais -ago, in exchange for 
3.07m new shares and loan 
notes worth 23.03m. and' will 
repay- a Baltimore loan of 
12860,000 (£776,000). Hie JOT 
shares to be issued will rep- 
resent 335 per cant qf; the 
enlarged capital. 

Some of Baltimore’s exist- 
ing private shareholders, 
have agreed to sell l;71m 
Zergo shares to Intel, tire US 
chipmaker, which will give 
Intel a 625 per cent stake. 


British Biotech 
abandons trial 


ByVrgferfa Marsh 


British Biotech, former 
flagship of the UK biotech 
industry, has abandoned tri- 
als of a treatment for ovar- 
ian. cancer because they 
were poorly designed. The 
shares, which peaked at 
more than SOOp in 1996, 
dosed down 5Y*p at 30ttp. 

The company said the 
decision had been taken for 
commercial reasons, not 
because of doubts about the 
efficacy of marimastat, its 
anticancer treatment It was 
dropping one of its two tests 
for. ovarian cancer, but was 
continuing another 10 trials 
pitting the drug against six 
forms of cancer. 

-Its, shares collapsed earlier 
this year and new manage- 
ment was brought in, after 
allegations that directors 
had-dedt on insider informa- 
tion and made exaggerated 
claims for the efficacy of 
drugs under development' - 


Analysts said the news 
had redsed concerns over the 
design of the other tests. 
However, they welcomed the 
rigorous approach of the 
new management led by 
Elliot Goldstein, formerly a 
senior executive at Smith- 
KUne Bee cham. the pharma- 
ceuticals group. 

Nine of the 11 studies mea- 
sure the treatment against 
the survival rate of patients. 
The one tbat has been 
bnJtwi, however, used a com- 
posite measure that has now 
been judged inappropriate. 
The company said the trial 
would have cost about £im 
<$i.66m); some £250,000 of 
which had been spent 

Marimastat is one of a new 
class of drugs that aim to 
stop tumours spreading by 
depriving them of support 
from the body’s tissues. Dr 
Andrew Millar, former head 
of clinical trials at .British 
Biotech, had raised doubts 
about marimastafs efficacy. 


Kingspan director 
quits over dealings 


By Charles Pretzfik 


Brendan Murtagh, a director 
of Kingspan, the Irish build- 
ing materials company, ban 
resigned from the board over 
share dealings by a relative 
and a family friend. The; 
bought shares in Hewetson, 
a UK rival It was secretly 
negotiating to buy. 

Kingspan said Mr Mur- 
tagh. marketing director and 
brother of Eugene Murtagh, 
chairman and chief execu- 
tive, stepped down because 
“he could have been respon- 
sible for a breach of confi- 
dentiality". He will continue 
to be in charge of marketing. 

Two weeks after Kingspan 
and Hewetson signed a confi- 
dentiality agreement. Nicky 
Shiers, who is married to Mr 
Murtagh's son Alan, bought 
20,000 Hewetson shares at 
137Vlp each. A day later, 
Kathryn McFadden. a friend 
of Mr Murtagh's other son, 
Fergal, bought 13,000 Hewet- 


son shares at 142p. 

After he beard of the deal- 
ings. Mr Murtagh advised 
his sons to sell the shares. 
Ms McFadden incurred a 
£1,560 loss and Ms Shiers 
made a £1.300 profit. The 
company declined to com- 
ment on what Ms Shiers 
must do with her profit 

Kingspan has told the 
Takeover Panel and the Lon- 
don Stock Exchange but 
declined to say whether any 
investigations bad been 
launched. It said: “The board 
is satisfied that, while Bren- 
dan Murtagh may inadver- 
tently have disclosed confi- 
dential information to his 
sons, be did not encourage 
them to deal in Hewetson's 
shares nor did he envisage 
that they would do so. The 
board is also satisfied that 
Brendan Murtagh did not act 
dishonestly." 

Hewetson, a flooring busi- 
ness, has agreed the £37.lm 
(961.6m) takeover. 
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RJB Mining 


RJB Mining 

Store price retaUie » me 
FTSEM-SDSeMB 
120 



Some demystifing is needed. 

PowerGen’s five-year deal 
with RJB Mining for up to 
35m tonnes of coal works out 
at an estimated price of 
about 120p, gigajoule. This 
compares with a spot price of 
less than lUOp. The extra cost 
of transport shuld only add 
lOp or so to this price. So 
why did PowerGen agree to 
the RJB contract? The gener- 
ators reckon they need UK 
coal partly because it can be 
tricky securing big volumes 
internationally. However ,E- 
iectneite de France easily 
bought 9m tonnes of coal this 
year, apparently without 

overpaying. Essentially, this is a political process and buy- 
ing British saves UK mining jobs. The generators are doing 
their bit, now the government has ensured a market for 
coal-derived electricity by slapping a moratorium on gas- 
fired plant. 

RJB. though, still faces pain. Even if PowerGen takes up 
the total 35m tonnes, RJB will still have excess capacity. 
And production costs at its main, deep coal mines are too 
high at U9p. RJB still needs another coal deal with National 
Power. Still, it is a far cry from the scare stories over huge 
minin g job losses. 

Biotechnology 

Same old story: British Biotech bad, Chiroscience good. If 
only life were that simple. British Biotech's announcement 
was simple enough: a clinical trial for a key drug has been 
dropped. This sounds bad. but the negative reaction was 
overdone. For Chiroscience the headline sounded great - 
regulatory approval for its anaesthetic - but the import of 
its release was far more mixed. Notably it confirmed the 
spanner thrown in the works by the proposed merger of its 
marketing partner, Zeneca, with Astra, which makes the 
very anaesthetic that Chirocaine is set to rival. 

What are investors to make of this? In British Biotech's 
case they should not be surprised that a new management 
has found some programmes wanting. The good news is that 
only one trial has been abandoned and a few others modi- 
fied. Hopes for the cancer treatment remain intact - albeit 
at much reduced levels after a bout of over-optimism. 

For Chiroscience. its hard-won UK biotech first in getting 
approval carries frustrations over labelling and the possible 
need for a new marketing partner. But, as with British 
Biotech, the downside looks to be in the share price. 


Shadow cast on 
Chiroscience win 


By David Pitting 


Chiroscience yesterday 
became the UK’s first bio- 
technology company to win 
regulatory approval for a sig- 
nificant new drug. 

However, news that its 
local anaesthetic had been 
licensed In Sweden was over- 
shadowed by concern that 
Zeneca may cancel an agree- 
ment to market it 

Zeneca, the UK pharma- 
ceuticals company, last week 
announced its Intention to 
merge with Astra, the Swed- 
ish drugs group, which has a 
strong anaesthetic portfolio 
of its own. Analysts said 
AstraZeneca would be 
almost certain to drop Chiro- 
caine, Chiroscience’s drug. 

“We don't know what 
Zeneca's decision will be," 
said John Padfield, chief 
executive of Chiroscience. 

If Chiroscience needs a 
new marketing partner, its 
search will not be helped by 
the refusal of Swedish 
authorities, where initial 
application was made, to 


grant improved safety claims 
on the labeL Chiroscience 
said that Chirocaine, a 
clean ed-up version of Astra's 
bupivacaine, carries less risk 
of causing -heart attacks in 
patients but it was impassi- 
ble to construct an ethical 
human trial to prove this. 

Chirocaine did. however, 
win approval for paediatric 
use and for alleviating 
chronic pain. This should 
give it an edge over rivals, 
including Astra's new-gener- 
ation anaesthetic, Naropin. 

Moreover. Chiroscience is 
hoping that the US Food and 
Drug Administration, whose 
advisory committee will dis- 
cuss Chirocame's application 
on January 12. will be more 
flexible in allowing 
enhanced safety claims on 
the label. 

Analysts said Abbott Labo- 
ratories and Johnson & 
Johnson, both of the US, 
might be interested in buy- 
ing marketing rights to Chi- 
rocaine. which might still 
establish a reputation as 
best In class. 


Cayman Financial Brokerage House 


■A 


Forex, Futures, Options 
and Guaranteed Funds 

Telephone +1 345 945 3100 
Website www.cf bhxom. 
Facsimile +1 345 945 3199 


24 HKS GLOBAL OFFSHORE TRADING 


— T: OUT 332 10M ft 0181 332 1095 



fnot wtoiOjfolHVlitMW iwt 

wwoorodBtt- dafly ioieniet conuaodity chut* mm'ikuu 
0 Nearly TOO GtotsJ Marten - Fuautr A Ftattm Opanm 
0 20 Mater Technical S b+ iir s 

0 Faocsr, raatetr-ta-me chart! «vi the u*£» or rtf tomea price 


5 Op per d;iy! 


Country reviews— 191 Countries 191 reports:! 

FV4aicA Fn wm t , Qnprfaic. EmunouKoal Trend* 

Oimncrcai Ims hnamaul. In. 

JUS ,W<? per Repcn wnh u^aifiunr dbemm km mukiplc orden.. 

191 nguru SUS ZUO 
Onto aaitc «d» WWtfftfir«vxTOda«m— 

Coil J-BOWM-Wlliwll ireem llSlcr'D-US-rtSOQloiiiadeUS.) 


The FT GUIDE TO WORLD CURRENCIES, published in Mtmday'i 
newspaper and covering over 200 currencies, k now avirilaWc by dating the 
fojkiwing. number from lhe tnmtei of yoor fax machine, 089i 437 00L 
C«db arc chafed a 50p per nriame ai all limes. For service otoside [he UK 
please ideptoDc 4-44 171 873 4378 for details an Ciytine lnwrtati nrml 


The new Weekly Petroleum Argus 


Petroleum Argus 



If you would like to advertise, or require any 
further information, please contact: 
Sherie Donovan 

Tel: 0171-373-4928 Fax; 0171-873-4296 


^ 7.1 








t- -S' 




FINANCIAL TIMES 


THURSDAY DECEMBER 


17 1998 


EURO PRICES 


5' 


EQUITIES 



Selective buying lifts bourses 
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By Vincent Bataod 


European stock markets 
closed higher as bargain 
hunters moved In to pick up 
selected stocks, especially in 
the huniriwp sector. This was 
despite the mixed reception 
given to Deutsche Bank's 
move to spin off its portfolio 
of industrial holdings. 

A surge in the oil price on 
renewed fpturtnnB in the Gulf 
helped oil stocks, which also 
lifted Indices. 

Trading conditions were 
relatively thin, however, and 
analysts said the general 
mood would remain cautious 


heading into the new year. 

The European strategy 
team at BT Alex Brown 
suggested that Europe's 
stock markets could see a 
correction of 10-15 per cent 
In the first three to six 
months of 1999 and urged 
investors to adopt a defen- 
sive stance. 

The reason remains pessi- 
mism on the earnings out- 
look for European compa- 
nies on the back of slower 
economic growth. 

“European growth wit] be 
close to 15 per cent in 1999 
and 2 per cent in 2000. With 
inflation remaining at 
around l per cent, nominal 
growth will be at recession 


levels,” the team said. 

The FTSE Eurotop 800 
index of leading European 
shares rose 1557 to 1,11852. 
while the narrower FTSE 
Eurotop 100 index rose 86.4 
points to 2,58255. The FTSE 
Ebloc 100 index of stocks in 
euro-zone countries rose 

11.71 to 931.05. 

Banks were a feature of 
trading-and the sector rose 
1.69 per cent, but Deutsche 
Bank fell Ecu 1.7 to Ecu 

48.73. Other German banks 
surged, however, amid 
improving sentiment 
towards the sector, with 
Bayerlsche HypoVereins- 
bank rising Ecu 25 to Ecu 

68.73, Dresdner up Ecu 05 at 


Ecu 3558, and Commerzbank 
up Ecu 1 to Ecu 24.43. 

Tbyssen climbed Ecu 8.2 
to Ecu 140,5 as buyers 
eagerly chased the stock 
ahead of Its imminent re- 
weighting in the Das index, 
and fellow engineer Mannes- 
mann rose Ecu 5 to Ecu 9956 
after a subsidiary won a big 
new order. 

Telecommunications 
stocks gave up some of the 
previous day's gains, but 
national giants Deutsche 
Telekom and France Tele- 
com helped the sector to 
minimise gains, posting rises 
of Ecu 0.9 and Ecu 1.4 
respectively, to Ecu 2654 
and Ecu 6209. 


FTSE Ebloc 100 
Index 
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BUSINESS AND THE EURO 


CREDIT RATINGS 


Agencies to target Europe’s burgeoning bond market 


The world’s largest credit. rating agencies are preparing to compete for new business expected to be stimulated by the 
start of a euro-zone in which investors will want to buy less familiar, rated bonds, says Edward Luce 


How the US and Europe compare 


Monetary union. as 
economists and bankers 
never tire of pointing out. Is 
expected to awaken Europe’s 
corporate bond market from 
its hitherto sleepy existence. 
One set of players who are 
undoubtedly wide awake 
and at each others' throats 
(at least proverbially) are 
the world's leading credit- 
rating agencies. 

Pitch EBCA, the world's 
third largest agency but still 
very much in the second 
division, believes Emu could 
provide it with the opportu- 
nity to join Standard & 
Poor’s and Moody's Inves- 
tors Service in the premier 
league. 

“It is much easier to grow 
into an undeveloped market 
than into one which Is not 
[the US],” said Christopher 
Holme, head of sovereign 
ratings at Pitch IBCA in 
London. “We have found 
this previously in eastern 
and southern Europe and in 
international banking arid 
structured finance - all 
areas where we are now 
market leaders. ” 

But Fitch IBCA, the prod- 
uct of a merger last year 
between IBCA, the European 
agency, and Fitch Investors 


Service, the domestic US 
agency, will be competing 
with the “Mg two” at their 
most aggressive. Both 
Moody's and S&P have 
increased their European 
staff levels by around 30 per 
cent over the last 12 months 
and expect their European 
payrolls to continue to grow 
at douhledigit rates for the 
next few years. 

Both agencies, which have 
several thousand ratings in 
the US market, have set tar- 
gets to derive at least 30 per 
cent of revenues from 
non-US ratings In the next 
year or two. At present the 
proportion of International 
ratings is about 20 per cent 
of overall levels. The major- 
ity of this growth Is expected 
to be stimulated by Emu. 

In addition. Duff & Phelps, 
the US agency which has 
tended to concentrate on 
specialist and corporate rat- 
ings but has recently moved 
more openly into sovereign 
ratings, has also stepped up 
its presence in London. “The 
rating agencies know they 
are on to a good thing;" said 
John i-flng tnn , chief execu- 
tive of the . International 
Securities Market Associa- 
tion, the leading trade body 


FT statistics 
and the euro 



How our 
coverage 
will change 


The birth of the euro on 
January l win mean signifi- 
cant changes to the statisti- 
cal data published daily by 
the FT. We win also be mak- 
ing special provision for the 
launch weekend Itself. 

The main changes to our 
daily coverage will be: 

• CURRENCIES 

We will publish a table 
showing the spot and for- 
ward rates of the euro 
against more than 30 of the 
world's most heavily traded 
currencies. This will appear 
on the Euro Prices page, in 
place of the FT Synthetic 
Euro rates table, whidh- we 
have published since last 
May. „ 

The new currency will also 
mean re visions to the Cur-" 
rencies and Money page.The 
euro will replace the ecu in 
the Pound Spot and Forward 
and Dollar Spot and Forward 
tables. However, in these 
tables we will continue to 
show values for the curren- 
cies of countries joining 
Emu (the so-called legacy , 
currencies) even though 
these win become fixed, sub- 
units of the euro- This is 
because during the three- 
year transition to the intro- 
duction of euro notes and 
coins, many Europeans win 
continue to think in these 
currencies and will want 
readily available exchange 
rates tor them. We will also 
continue to print an 
Exchange Cross-Bates . table 
showing the euro and legacy 
currencies. 

The euro will replace the 
deutschmark in the FT 
Guide to World currencies, 
published an Mondays. 

• MONET 

We will publish daily rates 
for the two interest rates 
which are battling to estab- 
lish themselves as the euro- 
zone benchmark: BBA Euro- 
jjbor and Eu ribor. 

• equities 

The coming of the euro 
means that institutional 
investors are gradually 
switching their European 
investment focus from coun- 
tries to sectors. However, for 
the for s coa ble future, share- 
holders will continue to 

attach considerable weight 
to a company's country of 
domicile. This is because 

growth rates, tax regimes 

and political factors will 
vary across the euro-zone, 
and many large European 
companies, are head- 
quartered outside the Emu 
area, in countries such as 
the UK, Switzerland and 

Ctvfwtan 

The FT’S coverage will 
help readers to follow both 
approaches. The World Stock 
Markets share price page 
will continue to list euro- 
zone companies by country. 
However* they will be 
quoted in euros and wifi pa 
erouDOd together in a sqjaF 
section. EOS-, 
toric share price data 
week highs and tows - wu 
be converted to euros at the 
fixed rate set for each corn- 
try on December 31. _ 

The Euro Prices page win 
continue to show, share 
prices for the constituents of 
the FTSE Enrotop 300 index, 
grouped as now by sector 


rather than country. The 
prices wiU change from ecu 
to euro. This page will also 
continue to publish- a Euro- 
pean equities market report 
focnsing on sectoral 
changes, while the World 
Stock Markets news page 
w£Q remain focused on coun- 
try analysis. 

• BONDS 

The new currency is 
expected to foster a large 
euro-zone bond market simi- 
lar to that in the US for 
domestic issues. We will 
track this development 
through the publication on 
the Euro Prices page of a 
Euro-Zone Bonds table, 
showing the price and yield 
of broadly representative 
bonds in various credit cate- 
gories: utilities, financials, 
industrials, high-yield, sover- 
eigns, aupra-nationals and 
pfandbriefe. This will take 
the place of the Eurozone 
Corporate Bonds and Euro- 
zone Credit spreads tables. 

The euro will take the 
place of the ecu in data on 
the international Capital 
Markets page. The Interna- 
tional Bonds table on that 
page will no longer include 
Euro D-Mark, Euro French 
Franc and Euro lira, sec- 
tions. These will be replaced 
'by' Euro Swiss Franc: and 
Euro Australian dollar sec- 
tions.' 

• DERIVATIVES • 
CONTRACTS 

Many derivatives con- 
tracts in legacy currencies 
will continue for some weeks 
after the launch of the euro 
and it is not dear which will 
be the successful successor 
contracts. We win eliminate 
old contracts and introduce 
new ones as necessary in the 
first few months of the year. 
* ★ ★ . 

The birth of the euro comes 
at the turn of the year - a 
time when readers will want 
to focus not unly on the new 
currency but on the mea- 
surement of performance 
over, the previous 12 months. 

The FT therefore intends 
to publish the following 
information over the new 
year period: .* 

• CURRENCIES 

The first Euro Spot and 
Forward table will be pub- 
lished in the paper of Satur- 
day January 2 and will be 
repeated on- Monday, Janu- 
ary 4. The FT GuWe . to 
World Currencies- table, 
showing year -end values, 
will be printed in the paper 
of January 4. This wEQ show 
D-Mark values rather than 
euros- ■ : 

• EURO-ZONE EQUITIES 

Year-end share prices for 

eurozone companies will be 
shown in legacy currencies 
in the paper of January 2.bnt 
.wai be restated in euros for 
the paper of January 4. New 
classifications for the FTSE 
Eurotop 800 index and year- 
errd changes to. 300 .constitu-. 
entswfil be published for the- 
first time on January 5.' ■ 

• BONDS' - 

The New Euro-Zone bands 
table win start in the paper 
of January \ when' existing 
bond- data will also be 
restated in euros. 

• GUIDE TO STATISTICS 

: The paper of January 5. 
wiU include information on 
the first day’s trading in. 
euro-denominated securities 
and a fun -guide to the FT'S 
new data. 

Martin Dickson 


for the eurobond market. 
“Emu and its effects on the 
corporate bond market is a 
one-off opportunity for a 
very rapid growth in rat- 
ings." 

Chester Murray, head of 
Moody’s European 
operations in London, says 
that the fastest ratings 
growth wiU be concentrated 


(companies have more than 
one rating for different types 
of debt) up to 300 in Europe. 

However, Moody's and its 
competitors still face a steep 
plinth to bring Europe up to 
the levels of credit aware- 
ness common in the US. 

First,- many European 
companies, especially house- 
hold names such as Porsche 


It may take some time for European 
companies to view ratings more 
positively, say the agencies 


on three areas: corporate 
bonds, Europe's nascent 
municipal bond market and 
structured finance, including 
asset-hacked securities. The 
agencies already have 
Europe's sovereign bond 
market well covered. 

- .“We are bullish on the 
prospects for the growth of a 
corporate bond market in 
Europe," said Mr Murray, 
who added that Moody’s had 
rated about 100 European 
companies for the first time 
this year. This brings 
Moody’s total number of cor- 
porate rating relationships 


and Carrefour, (who can rely 
on name-recognition alone to 
attract retail investors) are 
unrated despite coming to 
the markets with bond offer- 
ings recently. 

Rating agencies derive the 
vast bcdk of their revenues 
from those they rate. Unsoli- 
cited ratings are therefore 
uneconomic and often 
viewed as hostile by the bor- 
rower. It may take some 
time for European compa- 
nies to view ratings more 
positively, say the agencies. 

“The change will have to 
come from investors,” said 


one rating official. Tension 
funds happily buy unrated 
bonds when the company is 
a local one within their 
domestic currency zone, but 
when that zone suddenly 
expands to become the euro 
zone the investor will want 
to buy less familiar names 
and will require them to be 
rated." 

Second. Europe’s munici- 
pal bond market is unlikely 
to grow at the ambitious 
rates which many have 
anticipated. Last year there 
were S214bn (£l28,90bn> 
worth of municipal bonds 
issued in the US - a major 
source of revenue for the rat- 
ing agencies. In Europe it 
totalled less than SlObn. 
Nevertheless, there were 
some encouraging signs: 
Catalonia, Naples and Lazio 
have all issued debut bonds 
in the last 12 months. And 
many others - given the 
Increased trend towards 
devolution of central govern- 
ment finance to the regional 
and provincial level - will be 
compelled to follow suit in 
the next few months. 

Third, Europe's asset- 
backed market is also 
dwarfed by its counterpart 
in the US, although this 


means the scope for dra- 
matic growth in Europe is 
correspondingly greater. 
Last year there were JSObn 
worth of securitised offer- 
ings in Europe and roughly 
the same again so far in 
1998. even though the mar- 
ket has been closed for the 
final third of the year. In the 
US total issuance was I149bn 
for the first three quarters of 
1998, according to Moody's. 

Af&in, there are persua- 
sive signs that this market 
will take off. For example. 
Italy. Spain and Germany 
have all recently amended 
domestic regulations to 
allow for mortgages and 
loans to be securitised. Lead- 
ing players, such as Deut- 
sche Bank, have already 
taken advantage of this and 
issued large-scale asset- 
backed bonds. Given their 
poor return on equity, most 
of Europe's leading banks 
will inevitably use this 
sort of balance sheet man- 
agement more frequently in 
the next year or two. 

Lastly, there are factors 
independent of Emu which 
are also helping to stimulate 
the development of a corpo- 
rate bond market in Europe. 
Most important is the reduc- 


tssaance by rating 
US markets 




tion in long-term Interest 
rates with yields on l o-year 
government bonds felling to 
below four per cent in recent 
weeks. This has encouraged 
companies tbat were hith- 
erto reliant on bank debt to 
tap longer term capital from 
the financial markets. The 
fact that banks are reluctant 


to provide longer-term fund- 
ing and increasingly disen- 
chanted with the low returns 
in the loan market, can only 
compound this trend. “All 
the signs are pointing our 
way.” said one rating offi- 
cial. “Volumes in the Euro- 
pean bond market can only 
go one way." 


On the right track 


Better tracking 

We track the broader 
benchmarks closer than 
the competition. 

Broader coverage 

We cover more of the 
market than the competition. 

Better industry 
representation 

Comprehensive spread 
of industries from 
Pharmaceuticals to 
Transport, 

Now trading on 
Amsterdam Exchanges 
and LIFFE 

FTSE Eurotop 100 and 300 
enable investors to trade 
Europe in one easy 
transaction. 





For a free information pack call FTSE International on + 44 1 71 448 1 81 0 
or visit our website at http://fijiw.ftse.cort) 
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COVERED WARRANTS FIRST DEAL IN JAPAN 

SocGen in 
issue on NTT 
DoCoMo 


By Naofco Nafcamae in Tokyo 

Societe Generate Securities 
will issue 200,000 covered 
call warrants on NTT 
DoCoMo shares on December 
£1. the first such warrants to 
be issued in Japan. 

Covered warrants, which 
are a popular investment 
product in Europe, have 
been allowed as tradable 
securities in Japan since 
December I, as part of the 
sweeping financial deregu- 
lation taking place in the 
country. If successful, Japan 
could become a huge market 
for the product. 

The warrants, priced at 
Y4.540 each, give holders the 
option to buy the world's 
largest mobile phone opera- 
tor's shares at any time until 
March 2000 at Y5.8m each. 

NTT DoCoMo, which was 
listed in October in the larg- 
est initial public offering in 
the industry, yesterday saw 
its shares close up Y90.000 at 
Y4.7m. against an initial 
offering price of Y3-9m. 

However, small individual 
investors have found it diffi- 
cult to purchase NTT 
DoCoMo shares because the 
stock price is extremely 
high. 

Covered warrants, at 
approximately one tenth of 
the price, will enable retail 
investors to have leveraged 
exposure to the stock. 

As yet. Society Generate 
does not have access to the 
retail market, and is only 
able to sell its product to 
institutional investors. 

Although it has been in 
partnership talks with a few 
domestic securities compa- 
nies. nothing has been finali- 
sed. 


WORLD BOND PRICES 


“Now that the product has 
been launched [on December 
1], it is getting a lot of atten- 
tion. We're getting a lot of 
calls from Interested stock- 
broking firms," said Alastair 
Beattie, senior general man- 
ager of the structured prod- 
ucts department at Society 
Gene rale. 

At the same time, how- 
ever, many firms are still 
trying to get to grips with 
the new instrument. 

“The guidelines for cov- 
ered warrants are not clear 
cut. Legal [teams] are 
scratching their heads 
regarding the interpreta- 
tion,” said Mr Beattie. 
“We're dealing with shades 
of grey." added David Baker, 
deputy general manager. 

With the market still in its 
infancy, Mr Beattie admitted 
it was unlikely that all the 
warrants on NTT DoCoMo 
would be sold. 

However, he said he had 
high hopes for covered war- 
rants market in general, 
especially since it was likely 
they could be listed on the 
Tokyo or Osaka stack 
exchanges in the future. 

It is expected that other 
big players in covered war- 
rants, such as Citibank and 
Deutschebank, will be mak- 
ing issues in the near future. 

Soctete Generate said it 
would also issue more war- 
rants; these could include 
warrants on baskets of 
shares (such as high-tech 
stocks) and put warrants. 

NTT DoCoMo became the 
third biggest company on 
the Tokyo Stock Exchange, 
behind Toyota and Nippon 
Telephone & Telegraph, 
when it was listed in Octo- 
ber with a value of Y7 ,500b n. 
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INTERNATIONAL CAPITAL MARKETS 

Iraq unsettles Treasuries 


GOVERNMENT BONDS 


By Vincent Boland and Arkady 
Ostrovsky to London and John 
Labato h Haw York 


ID-year benchmark bond yields 

Percent 


Mounting tension in the Gulf 
and the possibility of an air 
strike on Iraq unsettled the 
US Treasury market yester- 
day. although the dollar was 
firmer, while European mar- 
kets drifted lower as the 
spotlight shifted to equity 
markets. 

US Treasuries were mixed 
in early trading as concern 
mounted of a renewed con- 
frontation between the 
United Nations and Iraq, 
while at home investors 
were also distracted by the 
House of Representatives' 
debate and the planned vote 
on the impeachment of Pres- 
ident Clinton, which is 
scheduled for today. 

By early afternoon the 
30-year bond, the benchmark 
for long-term US interest 
rates, had fallen % to 103 A. 
yielding 5.05 per cent. The 
10-year note was unchanged 
at 101, yielding 4.623 per 
cent, and the two-year note 
was also unchanged at 100ft. 
yielding 4.455 per cent 

Fresh economic data 
showed continued weakness' 
In the manufacturing sector. 
In November Industrial pro- 
duction fell 03 per cent after 
a 0.2 per cent rise In Octo- 
ber. But the housing sector 
remained robust, helped by 
low interest rates. 



In a separate report, hous- 
ing starts in November were 
shown down 2.7 per cent. 
Despite the drop analysts 
said the sector remains at 
high levels of activity. 

Phyllis Reed at Barclays 
Capital in London said the 
fact that the yield on the US 
long bond was again above 5 
per cent, after briefly break- 
ing through that level, was 
forcing yields at the long 
end of European markets to 
rise. 

That pattern continued 
yesterday as European bond 
markets drifted. 

German bunds set the 
tone, with turnover in both 
the futures and cash mar- 
kets lower and buyers 
remaining on the sidelines. 
The March German bond 
fixture settled 0J2 lower at 
115.71 as short bunds did 
best, while the UK gilt 


future settled 0.15 lower at 
113.44 In thin trading. 

The euro aside, there 
appears to be a marked 
downturn in business confi- 
dence in both Europe and 
the US as competition 
mounts from Asia. An Ifo 
business climate survey yes- 
terday suggested there was a 
dear risk of a manufactur- 
ing recession in Germany. 

That outlook could upset 
the European Central Bank's 
growth assumption of 2J> per 
cent, according to Schroders 
in London, which suggests 
European interest rates 
could fall by another 50 basis 
points in two stages by the 
middle of next year, 

European band spreads at 
the 10-year part of the curve 
held firm as the general mar- 
ket moved slightly lower, 
although spreads remain at 
the lower end of their recent 


range. The-' spread between 
10-year BTPs and bunds 
ranged between 14 and 16 
basis points, although ana- 
lysts said that reflected the 
overbought position of the 
Italian bond market 

Richard Woodworth at 
Merrill Lynch said the 
recent trend in spreads at 
the 1 10-year area showed 
investors were still unde- 
cided on the composition of 
their - portfolios after the 
advent of the euro. - 

“It will be a while before 
we see portfolio managers 
comfortable with the posi- 
tions they have in the euro- 
zone bond markets, and it’s 
likely to be a few months 
before they settle down,” he 
gairi , a d din g that the Italian 
market ought to be 10 to 15 
basis points wider against 
bunds given the difference in 
economic and fiscal condi- 
tions in Italy and Germany. 

“The spreads one might 
expect to see [after the euro] 
are not insignificant — ther e 
is still going to be scope for a 
lot of spread trading," Mr 
Woodworth said. The March 
BTP future settled 021 lower 
at 113.68 at Liffe. 

Emerging market bonds 
held their own in quiet trad- 
ing as stock markets moved 
hi gher , bat gains were lim- 
ited in the main Latin Amer- 
ican markets. Russian bonds 
were unimpressed by the lat- 
est attempt to settle the 
question of frozen debt with 
western investors. 


Sharp fall in trading volumes 


Trading volumes in Europe's 
government bond markets 
have fallen unusually 
sharply In the past few days, 
even taking the holiday sea- 
son Into account, as inves- 
tors close their positions 
early to avoid undue market 
exposure In the event of tur- 
bulence associated with the 
launch of the euro, writes 
Arkady Ostrovsky. 


Only 217,588 contracts on 
the March 10-year German 
bund future were traded yes- 
terday, less than half the 
number normally traded. 
Two months ago, daily vol- 
ume exceeded 500,000 con- 
tracts, and occasionally 
reached 750,000 contracts. At 
aid of last week about some 
300.000 contract were traded 
on the Eurex market 


BOND FUTURES AND OPTIONS 

France 
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Analysts say the view Is 
emerging fthatf bond markets 
will rally substantially in 
the first week of the new 
year, pushing up fixtures vol- 
umes, but that the decline 
could exacerbate trading 
conditions. 

"With volumes' declining, 
there is the potential for 
more volatile trading," said 
James Mitchell at Nomura. 


Ecu . 
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Turnover in the markets 
may also have been affected 
by the European Central 
Bank's cautious attitude 
towards interest rates. 

Mark Gliffe at ING Barings 
said: "The ECB has been 
doing its best to dampen 
down activity by saying 
there would be no change in 
core European interest rates 
in the foreseeable future ." 
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Liffe sees signs of growing 
liquidity in euro-swaps 

The London 

Exchange said Dpen interest in ite for deHv- 

swaps P£>c^ ^ T5feTLi^BWO^ ltracts ’ ** ^ 

ery month In March. ifoorFinancedBonel, 

and 10 -year futures on theso-^llQa 1Q _^ r Ger . 

will act as an attematfve bef^imark ^^J nonth> 

man government bond after /-v+oher has been 

Tha oroduct which was launched in October ' , ^ 
gradu^icking 

said the high level of open interest - too amoum 

tracto“roted over" into the next grow- 

opposed to -cash settled" - was a strong portent or gro 

^However;" turnover remains a fra*on 

man government bond future on Eurex. which 

quenfly exceeded 400.000 per day m the last few months 

Compared with less than 2.000 on Liffe s 10-year euro- 

me sorted, whk* is designed as a c om- 
element to the large-volume over-the-counter ma*®* 
will at best become a seo^ndary. 
alternative benchmark to the German bond future- Jt win 

never topple the Gennan government bond, said one. 

Edward Luce 


i 


CLEARING HOUSES 


Dk 


. 0pm 

moo 


Set! prtai 
110.41 


Orange 

-059 


Dm 


Open Sell price Change 
111X0 111.56 -0.13 


Mrfi 

111.58 


U» 

111-25 


EM. ML Opm M. 
28J341- 7*016 


US CORPORATE BONDS 


■ 10M raw HBWi BOND OHMBJMnft 


Skto 

Price 

Jm 

— CALLS — 

- Itar 

In " 

Jan 

— POTS 
Mv 

Ito 

359 

173 

. 

. 

058 

109 

250 

253 

- •' 

- 

415 

110 

1.71 

251 

. 

052 

033 

111 

052 

132 

- 

414 

053 


Dm IS 

■nmuips 


Red 

dee 


SSP 
Cues) Mrg 




Od 

price 


Low 


Bd 

|Ud 


EsLnt Opm M- 
20 255 


Dq* MW* Sprfl 
cbge cbgc v 
jM »« ewe 


Btvd.ktt.CMIO Pin 0 . mem oft qm H, Ok itt ftftrt 

Germany 

■ HOnOMAL HBUWH BUM) FUTURES (DTE) DM250500 UMHtB dt 100% 


0pm 

115J7 


Sari prim Change 
115J1 -0.12 


m 


M BUM) FUTURES OPIUMS ftfTQ DM250.000 poHl 07100% 


SbfltB 

Price 

11650 

11600 

11060 


Jan 

035 

012 

am 


CALLS 

Fed 

(L75 

051 

033 


Mv J*i 

151 017 

077 044 

057 065 


PUIS 

ra> 

057 

083 

1.15 


Ed id ML Ob D MB a Ram qua «. CM 0 Reel 


- 

PKM 

07/02 

735 

AA- 

1065212 

117 

-051. 

-0.19 

+478 

- 

NTTri 

08/25 

750 

. A+ 

1015957 

654 

+052. 

-054 

+151 

- 

CWE 

D5TO 

850 

BOB 

1155070 

£53 

- 

-427 

+131 


.■ PKAKUI5 









* ‘ * . 


GECC 

05/07 

8.75 

AAA 

121.7778 

5*8 

+403 

-033 

+058 


Bine 0ns 

wm 

735 

A 

1085673 

558 

+405 

-418 

+039 


CKAHn 

01/18 

495 

A- 

975481 

7.14 

+402 

-039 

+2.11 


HR HDUSTRULS 









Opm kit 

WAX Tad) 

04/99 ' 

125 8W+ 

1005810 

555 

+402 

+409 

+158 

282^30 

Wat liart 

05/02 

173 

AA 

10558IM 

456 

+451 

-0-29 

+0*7 


Dayton Hod 

DB/21 

170 

A- 

1312277 

198 

+402 

-035 

+155 


RA&BKCS .. 


m . ‘ 



. d . 





FMJ4C 

04/07 

7.14 

m 

1125538 

624 

+403 

-420 

+462 


SUM 

03/00 

750 

m 

1025388 

459 

♦051 

-412 

+454 


FNMA 

02/18 

855 

NM 

1385600 

183 

•052 

-416 

+450 

053 

fHS 

0 S0B 

Ito 

m 

1235280 

118 

+454 

-422 

+456 

159 

■ IKflTHIT 









139 

Stone Coot 

02/01 

958 

B 

1025000 

050 

- 

_ 

_ 


aksi 

12 W1 

113 

BB- 

1035000 

050 

- 

- 

- 


Pacaria 

08AM 

1175 

B- 

811250 

054 

- 

- 

- 


Warsaw exchange sells stake 

The Warsaw Stock Exchange will soil part of its stake in 
the National Securities Deposit (KDPW) clearing house to 
the central bank next year. Wieslaw Rozlucta. the bourse s 
president, said yesterday. The sale of shares is likely to 
take piaca earty in 1 999. 

The deal will pave the way for the central bank to take 
over the clearing of secondary market bond transactions 
from the KDPW. Dealers believe this will speed up and 
faeffitate the process. Banks will eventually be able to 
trade In bonds with an overnight value date instead of the 
tomorrow/next or spot/next, giving banks more flexibility 
with correcting mistakes in transactions. 

It will also eliminate the margins KDPW charges. 17ns 
will narrow spreads, boost turnover and make it easier to 
trade with non-banking clients. The finance ministry 
expects the faster clearing and narrower spreads to 
increase the liquidity of the market, boosting demand for 
government paper at primary auctions. 

After the purchase of the KDPW shares by the National 
Bank of Poland from the Warsaw Stock Exchange, the 
bourse, toe state Treasury and toe central bank will each 
hold one-third of KDPW shares. Dealers estimate the 
monthly turnover on the secondary bond market at 
between 300m riotys and Ibn zlotys, compared with 56bn 
zlotys of turnover in secondly T-bill and NBP-bill trade. 
Reuters 
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Iraq fears send dollar racing higher 
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aM Chrtstopher Adams 
Fears that the US and its 

allies are gearing up for huh. 
**17 action against Iraq yes- 
terday pushed the dollar 
“Sher against the D-Mark 
although the US currency 
lost ground against the yen. 

The news that United 
Nations arms inspectors 
were leaving Baghdad 
fuelled expectations that an 
attack on Iraq might be 
i mm i ne nt- As usual in such 
times of tension, the dollar 
benefited from a flight to 
safety. Analysts said the 
moves were exaggerated by 
typically thin pre-Christmas 
trade. 

Continued nervousness 
about today's impeachment 
vote in the US House of Rep- 
resentatives also weighed on 
the dollar, with analysts 
wary of the damage that 
could be done if President 
Bill Clinton feces a lengthy 


trial in the Senate. 

“Until the Clinton issue is 
resolved one way or the 
other it mil be difficult for 
the dollar to push too much 
higher from here, and there 
remains a risk of a negative 
knee-jerk reaction if events 
go against the president", 
said They NorfleJd, at ABN 
Amro. 

The dollar ended the day 
at DML687, up nearly .a pfen- 
nig from Tuesday's London 
close. 

The Swiss franc also lost 
ground against the US cur- 
rency in the flight to safety, 
but it came - out on top 
against the D-mark. The 
Swiss franc closed at 
SET1445 against the dollar 
and at SFrO-KL against the 
D-Mark. 

Analysts warned that on 
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the previous occasions that 
the dollar had been lifted by 
rumours of impending bomb- 
ing raids on Iraq, it had 
failed to hold those gains. 

“After this rise [In dollar/ 
D-Mark] it could be a good 
level to sell dollars to take 
profits ahead of the vote", 
said Lee Ferrldge. currency 
strategist at Rabobank, 

The dollar fared less well 
against the Japanese yen, 
easing from Y216.4 to Y115.8, 
partly on reports that Japan 
would be prepared to see the 
dollar fall to Y110. 

Kelzo Obuchi, Japan's 
prime minister, was confi- 
dent that the Japanese econ- 
omy would achieve positive 
growth in the next fiscal 
year. 

pig comments eftme as the 
government appeared set to 
extend proposed tax breaks 
In a bid to lift economic out- 
put. Total annual tax relief 
is expected to top nine tril- 
lion yen, boosting gross 
domestic product in the com- 
ing year by 2.3 per cent. 
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■ Norway's central bank 
moved to shore up confi- 
dence in the krone, which 
ba rf fal len to an aft-time low 
this week as oil prices con- 
tinued to slide. 

“Norges Bank's opera- 
tional objective for the 
implementation of monetary 
policy will continue to 
apply”, the central hank said 
in its quarterly report. 
“Norges Bank shall orient 


monetary policy instruments 
with a view to returning the 
exchange rate over time to 
its initial range”. 

The krone rose sharply 
against its European Cur- 
rency Unit index in the wake 
of the report The statement 
dampened expectations 
among some economists that 
the authorities would be 
forced to abandon their 
efforts to hold the krone sta- 
ble against European curren- 
cies. The krone was also 
helped by the boost provided 
to oil prices by the mounting 
tension In Iraq. 

The currency ended the 
day at NKrt.616 versus the 
D-Mark, from NKr4.721 on 
Tuesday. 
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Kjell Strovik, governor of 
the central hank, conceded 
that continued low oil prices 
would hit the current 
account and the public 
finances. He forecast 2.5 per 
cent Inflation in Norway 
next year and reduced its 
growth forecast to 0.75 per 
cent. 

■ Sterling shrugged off the 
latest batch of data to show 
the UK economy slowing. 

News of the second consec- 
utive monthly rise in unem- 
ployment failed to dampen 
the resilience of the pound, 
which has held its own 
against the dollar and the 
D-Mark despite mounting 
evidence of the economic 
downturn. 

A rise of 5,900 in the claim- 
ant count last month 
appeared to provide more 
ammunition for those in 
fhvour further monetary eas- 
ing, but the pound was rela- 
tively steady. Against the 
D-Mark, it rose slightly, from 
DM2.793 to DM2.795. 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 
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NI Group 

National Industries Group 

Kuwait* Dinars 35,000,000 
7i% Bonds, due on 30 November 2001 
Issue Price 1 00 percent 


Joint Lead Managers and Arrangers 
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Gulf Investment Corporation 


Kuwait Financial Centre 


November, 1998 
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TIMBER CDC SEES SHIFT IN PRODUCTION 


Equatorial 
regions to 
meet demand 


Oil jumps back above $11 a barrel 


MARKETS RE PORT 

By Paul Sobnan 


By Paul Sobnan 


South America and 
south-east Asia hold the key 
to satisfying global demand 
for timber in the next mil- 
lennium, according to the 
Commonwealth Develop- 
ment Corporation. 

Recycling of pulp and 
paper products is helping to 
meet the growth in timber 
consumption, says the corpo- 
ration, a UK institution that 
finances and manages busi- 
ness projects in emerging 
economies. 

However, even with recycl- 
ing capacity at its maxi- 
mum, an extra 385m cubic 
metres of timber will be 
needed from forests every 
year to meet .world pulp and 
paper consumption by 2010 - 
a rise of 30 per cent on cur- 
rent levels. 

“Production from the 
boreal forests of the north- 
ern hemisphere takes loo 
long to mature and is often 
inaccessible.” said Peter 
Massey, who heads the 
CDC's wood products team. 

'There is a general shift in 
pulp and paper production 
from north to south and 
west to east,” he said. 
“Equatorial regions offer a 
much better yield. The time 
from planting to harvesting 
can be as short as five years, 
as opposed to at least 20 
years in Europe or North 
America.'* 

Timber producers operat- 
ing in equatorial countries 
can also gain competitive 
advantages from lower 
labour and transport costs, 
Mr Massey said 

The CDC believes small 
growers in rural communi- 
ties can make a valuable 
contribution. The organisa- 
tion has developed "out- 
grower" schemes, which it 
says make maximum use of 
local human resources while 


reducing company expendi- 
ture on plantations. 

Schemes have been 
launched in countries such 
as India awrf Thailan d. 

“Setting up industrial tim- 
ber plantations requires a 
great deal of capital expendi- 
ture," said Mr Massey. "A 
large mill that processes 2m 
tonnes of wood a year could 
represent an investment of 
$2Q0m for plantation devel- 
opment, with all the associ- 
ated financing charges.” 

Instead, the CDC’s out- 
grower schemes provide 
expertise and technical assis- 
tance to help local small- 
holders turn over their land 
to timber production. 

“ft's a win-win situation,” 
Mr Massey said, “The local 
communities move to a new 
and reliable source of 
income, while the pulp and 
paper companies cut down 
their capital costs.” 

The CDC's work with 
smallholders includes advice 
on selecting the tree species 
and supplying the seedlings. 
It also provides training in 
tending the trees. 

Working capital is pro- 
vided to cover costs such as 
fertiliser, and farmers are 
trained to meet yield and 
quality standards. 

Tree-felling and transport 
to mins are usually under- 
taken by contractors work- 
ing for the mill company. 

In the past year, the Asian 
crisis and fall in commodity 
prices have taken their ton 
on pulp and paper producers 
in Asia, Mr Massey said. 
NBSK timber prices fell from 
$1,000 a tonne in 1995 to $S00 
a tonne In 1997. 

However, prices have 
begun to stabilise, reaching 
$600 a tonne recently, and 
the CDC believes Asia con- 
tinues to offer potential both 
for the local papulation and 
for timber producers. 


World oil prices rose 
yesterday as a fresh crisis 
erupted over Iraq. The 
United Nations withdrew 
personnel after accusing 
Baghdad of foiling to provide 
full co-operation on weapons 
inspections, and the TJE and 


the US Indicated that once 
more there was a chance of 
air strikes in the Gult 
The benchmark Brent 
crude contract on London’s 
International Petroleum 
Exchange jumped back 
above $11 a barrel for the 
first time in almost three 
weeks. It dosed at a 13-year 
low of 89.64 last week cm 
ranHmiing supply fears. 


Optimism before today's 
meeting of big producers 
Venezuela, Mexico and Saudi 
Arabia has already boosted 
the price this' week, although 
market watchers believe the 
Madrid summit is unlikely 
to bring any deal on output 
levels, as the Organisation of 
Petroleum Exporting Coun- 
tries is not scheduled to 
meet again until March. 


In late trading cm theEPE, 
the January Brent blend 
contract was $H.iO a barrel 
against Tuesday’s close of 
$10.23. January crude was 
also stronger on the New 
York Mercantile Exchange, 
hitting 81SL27 a barrel early 
in the afternoon against 
Tuesday’s dose of 5U.55. 

On the London Metal 

Exchange, three-month 


nickel closed at $3,895 a 
tonne, $40 above Tuesdays 

level, .while tin was up $30 at 

$5360 a tonne. 

Copper was stronger than 
of late, ending up $19.50 at 
$1,49830 a tonne on short 
covering. 

Gold was “fixed" at $294, 10 
an ounce In London yester- 
day afternoon against the 
previous "fix" of $293.55. 


China 
may form 
cotton 
exchange 

By James Kims* to jffinfl 


UM gets cracking on 
the ‘blue lagoon’ 






A Bulgarian copper smelter is cleaning up its 
act, write Kerin Hope and Theodor Troev 


T he "blue lagoon" In Bul- 
garia’s Pirdop valley 
looks inviting from afar 
but tts shimmering surface 
conceals toxic waste from a 
copper producer with a repu- 
tation as one of eastern 
Europe's worst polluters. 

An emergency clean-up 
took priority over increasing 
smelting capacity when 
Union MmiSre, the Belgian 
non-ferrous metals group, 
acquired MDK Pirdop last 
year in a privatisation deal. 
UM paid $S0m for a control- 
ling stake in Pirdop. Bulgar- 
ia's biggest copper producer, 
and launched a $25m envi- 
ronmental rehabilitation 
project financed mainly 
through a World Bank loan. 

“The first job was to seal 
the slime pond - the ‘blue 
lagoon'. Waste was leaking 
through an earth dam into a 
nearby river,” says Philippe 
Rombaut, executive director 
of the renamed UM Pirdop. 
“We shored up the dam, but 
the pond will have to be 
emptied and lined, the solid 
waste compressed and the 
whole area filled in and 
grassed over." 

Pirdop produces 110,000 
tonnes a year of blister cop- 
per from locally mined and 
imported concentrates, as 
well as small amounts of 
gold, silver and selenium, 
and 460,000 tonnes of sul- 
phuric acid. 


It belongs to a group of 
Bulgarian industrial com- 
plexes built in the Soviet era 
to supply raw materials to 
the Comeco n countries. 
Until the emergence of an 
ecological movement in Bul- 
garia in the late 2980s, envi- 
ronmental concerns were 
ignored. 

Because Bulgaria’s cash- 
strapped government cannot 
afford to clean up past pollu- 
tion, international agencies 
have offered loans. Evdokia 
Maneva. the environment 
minister, says the example 
of Pirdop Mnd^rliwafi Bulgar- 
ia's commitment to meeting 
Euro pean Union standards. 

A SlOOm loan is being 
negotiated with, the World 
Bank to finance similar 
clean-ups at Bulgaria's steel- 
works, oil refineries and 
chemical complexes. 

“The government is legally 
responsible for cleaning up 
historic pollution, but UM is 
implementing the project at 
Pirdop," Ms Maneva says. 
"But new Investors must 
make sure that plants meet 
EU emissions standards.” 

In spite of a slump is cop- 
per and gold prices. UM was 
keen to buy Pirdop because 
of its low costs and strategic 
position in south-east 
Europe. Mr Rombaut said. 

UM has increased its 
equity stake from 56 to 98 
per cent through buying 


**2, 



The UM Pirdop copper producing plant and s&nepond In Um PMop vrfey in Bufgarfa Kamen VassBev 


shares from Bulgarian 
voucher privatisation funds 
and Pirdop employees. 

It plans to invest $22Qm In 
boosting smelter capacity 
and budding a new copper 
refinery. New filters and 
emission control systems 
will be installed under an 
agreement with the govern- 
ment that Pirdop would com- 
ply with EU environmental 
standards within five years. 


S melter capacity will be 
almost doubled to 
185,000 tonnes and the 
new copper refinery will be 
able to process its entire out- 
put, Mr Bombaut said. At 
present about 35J100 tonnes 
of blister copper are refined 
at Pirdop, and the rest 
shipped abroad. 

Pirdop processes 380,000 
tonnes of concentrates a 
year from two local open-pit 
mines and 480,000 tonnes of 


imported concentrates. Extra 
concentrates to teed the new 
smelter will be imported. 

Mr Rombaut said it would 
take another two years to 
make Pirdop internationally 
competitive, as the smelter 
is modernised and the 
plant’s 2,000-strong work- 
force gradually reduced. 

“We can make improve- 
ments in productivity, but 
we can't increase output 
because of the environmen- 
tal situation," he said. "We 
have to remove aB the pol- 
luted sites on the plant." - 

The "blue lagoon”, con- 
taining about 530,000 cubic 
metres of dime and 120,000 
tonnes of solid waste, is the 
most spectacular example of 
more than 40 years at envi- 
ronmental mismanagement 
at Pirdop. However, com- 
pared with other pollution 
problems it is comparatively 
easy to dean up, he said. 


Gaspard Devos, head of 
the rehabilitation project, 
say6 the worst hazards are 
toxic dust from an uncov- 
ered slag dump and contami- 
nated water draining into 
the ground. 

The four-year dean-up will 
involve stalling drainage 
systems throughout the 
plant and covering the slag 
dump. The polluted remains 
of an abandoned smelter 
have to be dismantled and a 
disused sulphuric acid plant 
is to be demolished. Contam- 
inated earth has to be exca- 
vated and safely stored. 

"We got some procedural 
delays, and it can take up to 
months to start a proj- 
ect because of slow public 
procurement processes," Mr 
Devos said. “But this plant is 
an important export earner 
lor Bulgaria, and that's a big 
Incentive to keep the project 
on track." 


China is considering 
establishing a nationwide 
trading exchange for cotton 
next year to facilitate trad- 
ing in cotton after price con- 
trols on the commodity are 
abolished, an official said 

yesterday. . . _ 

It has not yet been decided 
where the exchange will be 
located, nor exactly when 
the price of cotton will be 
allowed to float freely for the 
first time since the Commu- 
nist party came to power in 
1949. However, officials con- 
firmed that prices would 
have to be freed to ease what 
has become a heavy burden 
on state coffers. 

The state distribution sys- 
tem, which buys from farm- 
ers at a significant premium 
to international prices, has 
built up inventories equal to 
two years of domestic con- 
sumption. It had also 
recorded losses of Rmb8.7ha 
($lbn) by the end of August, 
an official newspaper said. 

The state cotton purchas- 
ing system has also proved 
corrupt and wasteful, the 
newspaper said. By the end 
of June, Rmb43bn of a total 
of Rmbl2Ubn in bank loans 
intended for buying cotton 
had been put to other 
improper uses. 

Cotton formers are expec- 
ted to be hit by the decision 
to abolish price controls, 
because prices are expected 
to fall significantly. This 
could reduce planting In 
lower yielding, lower quality 
areas, such as Hebei, Shan- 
dong and Henan. In 1997, the 
total cotton harvest 
exceeded 4.3m tonnes, well 
above average annual 
demand of 3.5m tonnes. 

Demand is also in decline. 
China's textile industry has 
been hit by sluggish exports, 
competition from man-made 
fibres and a rise of smuggled 
goods into the country. 
Some 30 per cent of capacity, 
or 10m cotton spindles, are 
to be destroyed by 2000. 
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Pre-Christmas rally raises Footsie above 5,600 


By Stove Thompson, 

UK Stock Market Editor 


The stock market was full of 
Christmas spirit yesterday, 
extending Tuesday’s late 
burst of strength and 
looking set to continue its 
pre-holiday rally. 

There were strong gains 
across most of the market 
sectors as London signalled 
its eagerness to follow Wall 
Street, which rallied 
strongly overnight However 

the US market ran into 

squalls at the outset of trad- 
ing in the US yesterday and 


following a profits warning 
from 3M. 

Wall Street's positive 
Tuesday showing, which saw 
the Dow Jones Industrial 
Average move up 127 points, 
came in spite of the continu- 
ing concerns about the 
moves to impeach President 
Clinton and the resumption 
of threats of air strikes 
against Iraq after the with- 
drawal of United Nations 
weapons inspectors from 
that country. 

Dealers said London was 
being primed ahead of the 
expiries on Friday morning 
of th e FTSE future and 
FTSE 100 index options. 


"It certainly feels as if the 
market wants to go better, 
before the expiries." said one 
marketmaker. “After that, 
things should begin to settle 
down for the run-up to the 
Christmas break." 

There was also another 
flurry of takeover talk in 
various sectors and news of 
more bid action in the chem- 
icals arena, which has seen 

plenty of takeover activity 
throughout the year. 

Brent International, the 
small speciality chemicals 
and inks company, said it 
has received an approach 
which could lead to a bid. 

Sentiment was lifted by 


mildly supportive economic 
news' on public finances and 
unemployment. The Public 
Sector Net Cash Require- 
ment for November came in 
at £955m, compared with a- 
consensus forecast of £2bn. 
UK unemployment was . 
slightly less than consensus 

estimates but was Still Up OH 
the month. 

The news from Iraq plus a 

Tweetin g of ofl minis ters from 

Saudi Arabia, Mexico and 
Venezuela - to try to estab- 
lish ways of boosting crude’ 
oil prices - drove oil prices 
higher and produced good 
gains across an oil sector 
badly in need of support. 


r jcmn was an exception m 
that area, its shares sliding 
below loop at one.polnt 

As the curtain fell on the 
trading session, the FTSE 
100 was 73.3 higher at 5,630.4, 
riot far short of its best of 
the day, 5.6S&8, reached over 
lunchtime. 

The junior indices fared 
less well, the FTSE 250 index 
settling &3 ahead at 4,689.6 
and the FTSE SmallCap 4.6 
up at 2,010.1. 

An early up surge in the 
FTSE 100 caused raised eye- 
brows across the City's deal- 
ing rooms but was explained 
by a number of so-called 
“rogue trades" involving 


Glaxo Wellconxe, the mar- 
ket's biggest stock by capi- 
talisation. The exaggerated 
Glaxo share price, produced 
an initial near Sfrpoini jdmp 
in the FTSE 100, which was 
subsequently corrected. 

Some 17 cait of 19 trades 
matte against the early incor- 
rect share price, exe- 
cuted at the erroneous input 
price, were subsequently 
cancelled, according to a 
Stock spokesman. 

Hie spokesman described 
the incorrect inputting of 
the share price, as “a 
genuine mistake”. 

Turnover in equities 
readied 901m shares. ■ ■ 



■A«wer--.-4 , «a .... 


i 


hxScss and ratios 

FTSE 100 gM 

FTSE2S0 jg 

2SM4 < 57-75 
FlSEMhShmgitt • 109 


-+4X 

~+ 2 £ 


cr go 83810 +S5J 

FTSENooAapft 

FISTOOR* Dae 582« +8M 

IOwWLsW . U? US 

Lm £**#(*> txo w 


A 


1 MrtracBmagw 

2 


Wont perfonntag ndn 


3 tentMw, 

4 

5 


ALB 

-+15 


2 BMBQOfe&MEe<P 
8 


-+ZX 


4 PwKMqtRMBB. 

B DMMn 


— -1.4 
“Tr“W 


Bearish 
remarks 
hit M&S 

By Joel Kfoazo, Peter John 
and Martin Brice 

The firm market trend 
helped Marks and Spencer to 
regain some momentum fol- 
lowing bearish comments 
from a broker. 

Henderson Crosthwaite 
said there have been signifi- 
cant sales declines in Marks 
and Spencer’s non-food 
areas. 

Analyst Roy Maconochie 
said: “We believe that like- 
for-like sales in the ninth! ng 
market have fallen by 5 to 6 
per cent over the last two 
months and the Maries and 
Spencer position within this 
weak performance is even 
worse." 

The broker downgraded 
current year profit estimates 
by £50m to £800m to take 
account of the "price mark- 
downs the company will be 
forced to make after Christ- 
mas to clear stock”. The 
shares fell to 387p but rallied 
to end the day just 5 off at 
391V, p. Volume was lim. 

Reed International spar- 
kled on speculation that 
Microsoft of the US is poised 
to take a stake In the com- 
pany and possibly launch a 
fUll-scale bid. 

Analysts said the stories 
had been around before but 
made solid sense as Micro- 


soft had the software while 
Reed bad the content. The 
shares rose 34 to 476p. 

Beleaguered exploration 
and production group Lasmo 
failed to recover from Tues- 
day's 10 per cent, slide and 
was at one point down below 
100, its lowest level for five 
years. The shares closed 
above their worst but still 
down % at lOlVip in spite of 
a rally in the underlying ofl 
price. 

By contrast. Premier 
which is also under pressure 
because of the oil price and 
also fell sharply on Tuesday, 
rallied % to 17%p. 

In the oil majors, however, 
BP moved up 21 to 876V»p on 


turnover of 17m shares, hut 
Shell struggled, finishing the 
day a fraction easier at 349p 
on turnover of 23m shares. 

Zeneca moved forward 
again as the frisson of 
counter bid speculation con- 
tinued to swirl around the 
company. 

The pharmaceuticals 
group is working bard to 
convince the City that its 
shareholders are firmly 
behind the proposed merger 
with Astra of Sweden. 

And CSFB was apparently 
seeing solid institutional 
buying outweighing any 
arbitrage activity. The latter 
would tend to indicate a 
speculative punt on new bid- 
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ders pwiftrg in g - Nevertheless, 
some dealers pointed oat 
that the shareholder base is 
very broad and the company 
had yet to provide solid evi- 
dence of overwhelming insti- 
tutional support. The shares 
ended 49 better at £26.36. 

Glaxo Wellcome, the UK’s 
biggest company, saw Its. 
share price swing wildly 
because of some distorting 
trades. 

The stock shot up 288p to 
£22 after shares changed 
hands through the order 
book at prices well above the 
prevailing level The Stock 
Exchange said a member 
firm put in an order with no 
price limit on it, which 
cleared out one side of the 
order book. The exchange 
said it expected to cancel 
some of the trades. By the 
close, the gain had been 
pared to 21 at £19.33. 

British Biotech, which 
once had a market valuation 
that almost put it In the 
Footsie, tumbled 15 per cent 
or 5Vi to 30Y*p after the com- 
pany scrapped a Phase in 
trial on marimastat, its lead 
cancer drug. 

By contrast, Medeva 
jumped 9 to 102p after the 
company announced prog- 



ress with its Hepegene hepa- 
titis B treatment. 

Analysts said -the 
announ ce ment helped boost 
the shares, which have suf- 
fered a run of bad news for 
the last two years as compe- 
tition has hit its main mar- 
ket for methylpheni date, a 
central nervous system drug, 
and safety fears hit lonamin, 
its weight loss drag. 

The shares have fallen 
from an all-time high of 329p 
in March last year. 

The announcement by bus 
and train group Go-Ahead 
that it was to enter the 
Swedish market and had 
won contracts at Gatwick, 
Stans ted and Manchester 
Airports saw the shares race 
on. 

The Swedish move takes 
Go-Ahead into Europe for 
the first time and analysts 
expect the company to use 
the deal as a platform for 
further deals on the Euro- 
pean continent 

Go-Ahead gains 

Go-Ahead was one of the 
best performers in the FTSE 
250 as the stock gained 44 to 
755p. Stagecoach, which was 
said to have lost the bidding 
for the Swedish contract, 
was np 6V, at 229’Ap. 

Turnover in food retailer 
Tesco rose to 22m as the 
shares hardened 5% to 172%p 
after several brokers were 
said to have recommended 
the stock. BT Alex Brown 
and Warburg Dillon Read 
are believed to favour it 

The clouds of gloom con- 


tinue to gather over former 
wander stock Sicbe as a bro- 
ker took a bearish view of its 
merger with BTR- Siebe 
moved against the rising tide 
of the FTSE 100 to fall VA to 
2l7p in normal volume of 
sim, while BTR was easier 
at 118%p in trade of 5.7m. 

Deutsche Morgan Grenfell 
became the latest broker to 
hi ghligh t the downside of 
the merger. 

Mark Cusack at the broker 
told clients: “BTR and Sie- 
be’s decision to merge Is an 
admission of weakness. For 
long-standing Siebe share- 
holders, the investment 
proposition has changed 
from a technology play In a 
growth stock to, arguably, 
an acquisition-reliant, low- 
growth re structur ing story.” 
He aim said shares in BTR- 
Siebe were overvalued by 
15-20 per cent when account 
was taken of the risk that 
pre-merger forecasts were 
too high or the cost savings 
might not materialise. 

In telecoms, profit-takers 
left Vodafone Group 23 ligh- 
ter at 922p but Securicor 
reversed Tuesday’s decline 
that followed the release of 
figures at the bottom end of 
market expectations. 

Analysts highlighted the 
potential value of the compa- 
ny's stake immobile phone 
operator CeJlnet, helping the 
_«har Bfe gain UR to 4S9Rp. 

Analysts at Morgan Stan- 
ley Dean Witter said they 
are “maintaining our strong 
buy rating and reiterating 
our stock price target of 
660p” while Lehman 
Brothers was said to have 
upgraded its 2000 profit fore- 
cast to £130m from £l24m, 
raised its earnings per share 
estimate to 15.6p from 15-4p. 
and reiterated an “outper- 
form” rating on the stock. 

The bidder for flooring 
company Hewetson was 
revealed as Irish building 
products group Kingspan. 
Hewetson rose 10 to 195p 
after Kingspan announced a 
200p-a-share cash offer. King- 
span rose 5 to 165p. 
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Trading dominated by seasonal volatility unhurt 

by rating rebuff 


End-of-year volatility 
continued to dominate trad- 
ing In most stock markets 
yesterday with individual 
share prices moving jerkily 
in seasonally low volumes, 

writes Jeffrey Brown. 

In Europe, judging the 
true pace of the day was 
made more complicated by 
technical trading ahead of 
tomorrow's derivatives expi- 
ries in nearly all markets. 
Paris, where the CAC 


December futures ends after 
the Christmas break, is the 
main exception. 

Thus position covering in 
Europe was said to have 
counterbalanced an early 
relapse on Wall Street which 
on Tuesday had reversed a 
five-day losing streak of 
mare than 4 per cent with a 
solid overnight rally. 

Frankfurt and Zurich 
advanced 2.6 and 1.8 per cent 
respectively and Amster- 
dam, where the big options 
contracts expire tomorrow, 


put on 1.1 per cent. 

News of no immediate end 
to the political logjam in 
Turkey sent Istanbul steeply 
lower with prime minister- 
designate Bulent Ecevit fail- 
ing to form a new govern- 
ment after two weeks of 
intense negotiations with 
opposing parties. 

The Istanbul benchmark 
fell 6.5 per cent and is now 
□early 60 per cent below its 
July peaks in dollar terms. 
The latest review of Turkish 
equities comes from Gold- 


man Sachs which favours 
mch holdings and describes 
the outlook for earnings as 
“wanting". 

Brokers’ selections for 
next year are arriving thick 
and fast. Merrill Lynch 
pumped out its hot tips for 
Europe in 1999, pinpointing 
sectors that stand to benefit 
most from the introduction 
of a single currency. 

Among them are aero- 
space, motors, banks and 
insurance. In these areas the 
favoured stocks are General 


Electric of the UK, Volkswa- 
gen of Germany, Spain’s 
Axgentaria and ING of the 
Net herlands. 

With Just eight toll trading 
sessions left far most mar- 
kets this year, the winners 
and losers table for 1998 Is 
rapidly taking shape. Tech- 
nology stocks look like win- 
ning in dollar terms. 

At the moment, five of the 
top ten Individual shares In 
the FTSE/S&P World fader 
fail into this category, 
including the top four. Colt 


Telecom of the UK Is the 
rinar winner with a gain of 
more than 420 per emit fol- 
lowed by Olivetti of Italy, 
Ddl Computer of the US and 
Finland's Nokia. 

Not surprisingly perhaps, 
energy stocks battle It out 
for bottom place. As things 
stand the wooden spoon 
should go to Petrobrfls of 
Brazil, clobbered by cur- 
rency weakness a g ainst the 
dollar as well as an oO price 
decline of more 50 per emit 
over the past year. 


Profit fears Bargain hunters boost Dax 
and political 
woes bit stocks 


AMERICAS 


US shares fell back in early 
trading as investors faced 
new political concerns from 
W ashing ton and more prof- 
its warnings from major 
manufacturers, writes John 
Labote in New York. 

“We seem to have stalled 
out here," said Arthur 
Hogan, chief market analyst 
at Jeffries ft Company in 
Boston. “For the last week 
or so volumes have been 
dreadfully low.” he added. 

Rising tensions between 
Iraq and the US on the eve of 
the House of Representa- 
tives’ debate and planned 
vote on the impeachment of 
President Clinton took much 
of the attention from corpo- 
rate fundamentals, and cre- 
ated a new set of concerns in 
the market 

By early afternoon, the 
Dow Jones Industrial Aver 
age was down 38.10 or 0.43 
per cent to 8,785.20, while the 
broader Standard & Poor’s 
500 index fell 1.23 to 1,161.60. 

Cyclical shares weighed on 
the Dow. Minnesota Mining 
ft Manufacturing was down 
$2)| to $71% after the com- 
pany issued a warning on 
profits and apnnuncfd mod- 
est sales growth for the 
fourth quarter. Other pro- 
ducers were lower as well, 
with Caterpillar down 4.9 per 
cent to $42% and Boeing off 
SlA to $32. 

Shares of Honeywell were 
down $% to $72Vi after the 
company warned about its 
1999 performance. 

The Nasdaq composite 
index was off 1.58 to 2JU1.Q2, 
and the Russell 2000 index of 
small company shares were 
down by less than a point at 
388.96. 

Internet stocks surged 


higher, with electronic 
retailers doing especially 
well. Amazon.com, the 
online bookseller, surged 19 
per cent or $46% to $288% 
after an analyst at CEBC 
Qppenhefmer raised the tar- 
get stock price to $400. 

America Online gained 
$3tt to $96tt after the com- 
pany released strong growth 
figures for the early holiday 
shopping season. 

Other online names 
pushed higher as well, with 
Books-A-Milllon up $8 ft to 
$18% after it said it would 
acquire an onlin e firm. 

In the transport sector 
UAL, parent of United Air- 
lines, rase $X to $59ft after 
the company made positive 
comments about upcoming 
earnings. 

TORONTO pushed higher 
in the face of a dull start on 
Wall Street with gold stocks 
providing most of the early 
momentum. 

Ranger Oil jumped 50 
cents to C$7.00 and Talisman 
Energy gained C$1.20 to 
C$27.70 in response to a mod- 
est rally for international oil 
prices. Golds took their cue 
from stronger bullion. Bar- 
rick gained 90 cents to 
C$19.20. 

At the noon calculation, 
the 300 composite Index was 
up 25.73 at 6,262.40 in 
improving trading volumes. 

Elsewhere, the picture was 
more mixed, notably In 
financials. Royal Bank of 
Canada lost 60 cents to 
C$72.10 while Canadian 
Imperial added 60 cents at 
C$34.75. Bank of Montreal 
shed 50 cents to C$61.00. 

Seagram gave up 65 cents 
at C$55.55. Northern Tele- 
com fell 30 cents to C$69.90. 
In metals, Alcan Aluminium 
slipped 20 cents to C$42.00. 


Sao Paulo tumbles 3% 
ahead of rate decision 


SAO PAULO fell steeply in 
early trading. Brokers said 
volumes were very weak and 
nervousness had crept in 
ahead of the meeting of the 
central bank's policy making 
committee later in the day. 

“There were hopes for an 
interest rate cut. but these 
look to be fading,” said one 
broker. Sentiment was also 
unsettled by the possibility 
of an issue of government 
bonds early next year to 
square the health budget. At 
midsession, the Bovespa 


index was off 232 or 3.4 per 
ce nt at 6.702. 

MEXICO CITY also moved 
lower with the weak start on 
Wall Street and the early 
shakeout in Brazil damag in g 
sentiment. The IPC index 
was down 28.08 at 3,724.96. 

CARACAS continued to 
rally, helped by a better day 
for international oil prices. 
The IBC index was up 42£7 
at 4,496.16 at midsession. 

• Johannesburg was closed 
for a public holiday 


EUROPE 

Shares in FRANKFURT set a 
brisk pace for the European 
bourses as bargain hunters 
went on a buying spree after 
last week’s losses. 

A technical rally driven by 
factors such as Friday's expi- 
ries of fixtures and options 
also provided support 

The Xetra Dax index put 
on 117,04 or 2.6 per cent to 
4,686.74, undeterred by the 
choppy start on Wan Street 
Traders said the IFO report 
on Germany's business di- 
mate out today was very 
slightly below expectations, 
but not enough to have any 
bearing on the market 

Banks were at the centre 
of attention. Speculation by 
traders that Deutsche Bank 
plans to spin off its vast 
industrial assets worth 
DM40bn were the prelude to 
the sale of some of the 
assets, although the bank 

denied this . 

Deutsche Bank gave up 
DM3JSS to DM95.75 on profit- 
taking after Tuesday's 7 per 
cent surge but the other 
hanks shot ah ead. 

Commerzbank rose DML35 
to DM48 and Dresdner Bank 
put on DM1.69 to DM70.49. 
HypoVereinsbank added 
DM5.05 to DM135.05, making 
up for some of its recent 
losses . 

Thyssen was another big 
winner, jumping DM1650 to 
DM276.05 ahead of the re- 
weighting of the stock in the 
Dax, in the light of 
its planned Krupp merger. 

Mannesman!!, the indus- 
trial group picked up DM9 JO 
to DM19640 in a busy week 
for news from the company. 

Its Dematic subsidiary has 
announced a $106m order 
from the US postal service 
while on Monday its tele- 
communications business 
MobilfUnk said it expected 
business to grow next year 
at least as fast as in 1908. 

Deutsche Telekom put on 
DM1.77 to DM51.55 amid 
reports that It was expected 
to take over the running of 
the German post services’ 
entire computer network, 
the largest computer net- 
work in the country. 

Motor stocks were boosted 
by higher registrations 
details. VW. Merrill Lynch's 
pick at the European motor 
stocks for 1999, rose DM6 to 
DM326 

PARIS ended 33.71 higher 
at 3,707.47 on the CAC 40 
index, mostly pushed ahead 
by some steady buying 
among selected market 
heavyweights. 

Oils rallied following a bet- 
ter day for international oil 
prices. Total gained FFrll to 
FFr588 and Elf Aquitaine 

rose FFr21 to FFr642. 

France Telecom pushed up 
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FFr9.80 to FFr410 and Ren- 
ault, boosted by strong 
November car sales, jumped 
FFr5.50 to FFr239.4. 

Banks were again rnrad- 
BNP lost FFr10 at FFr410 
and Society Generate came 
off FFr24 at FFr841. 

Rfemy Cointreau stayed in 
demand in the wake of Tues- 
day’s positive interim 
results. Goldman Sachs 
edged up its earnings esti- 
mates far the drinks leader 
and the shares added FFr5 JO 
at FFr97 far a two-day gain 
of 13.6 per cent 

AMSTERDAM continued 
to push smartly higher 
ahead of tomorrow's options 
expiry, adding 13.23 at 
1.097.12 on the AEX index, 
financials had another 
strong day and a merger 
buzz got firmly behind 
media group Elsevier. 

Renewed talk that Elsevier 
was teeing up a link with US 
giant Microsoft sent the 
Dutch company shooting 
ahead in heavy volumes. In 
8.7m shares traded, the stock 
ended at its best of the ses- 
sion, up FI 1.70 or 6.9 per 
cent at FI 26 JO. 

In financials. ABN Amro 
rose 90 cents to FI 37 JO and 
Fortis Amev gained FI 4.40 to 
FI 141.10 to extend its rally 
to 7.2 per cent in two days. 
Philips was a weak feature, 
giving up FI 3.50 at FI 116L50. 

ZURICH was highs 1 with 
insurers and hawks in focus 
on speculation about a 
reshuffling of the whole 
financial sector and the view 
that recent losses had gone 
too far. 

The SMI Index closed U&3 
or IE per cent higher at 
63865. 

UBS put on SFr3 to SFT408 
while CS Group was SFr525 
higher at SFriH£25 also fa 
demand as a result of 
derivatives linked trades. 

Zurich Allied rose SFr36 to 
SFr960. helped by broker 
recommendations, and Swiss 
Re was SFr46 higher at 
SFr3,350. 

ISTANBUL crashed 6.5 per 
cent in thin trade as prime 
minister-designate Bulent 
Ecevit’s two-week attempt to 
farm a new government pro- 


Nikkei climbs on US recovery 


ASIAPACIHC 

The overnight recovery on 
Wall Street helped TOKYO 
to edge ahead for the first 
time In five sessions, writes 
Deborah Baynes, 

The Nikkei 225 index rose 
85.11 or 0.61 per cent to 
14,096.30 after fluctuating 
between 14,016.81 and 
14,157.53. The more represen- 
tative, weighted Nikkei 300 
index crept up OJ57 to 217,47, 
while the Toplx index of all 
first section stocks advanced 
4,12 to 1,093.39. 

High-tech shares gained 
strength in New York, stim- 
ulating a rise of 09 per cent 
in Tokyo’s electronics sector. 
Sony gained Y180 to Y8.440, 
Hitachi was up Y34 to Y712 
while Toshiba ended the day 
at Y682, an advance of Y20. 

News that Japan's ruling 
Liberal Democrat party 
might increase next year's 
tax cuts to about YS,3Q0bn. 
did little to boost the mar- 
ket 

Banks as a sector fell 66 
per cent, marking their 
eighth day in decline, with 
Sakura Bank, the volume 
leader, slipping Y9 to Y2$s. 

Momentum remained low 
with trading volumes slip- 
ping from 409m to 336m. 
Gainers outnumbered losers 
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556 to 528. while 201 issues 
were unchanged. 

Investors pumped money 
into defensive stocks such as 
food and beverages, deemed 
immune from the current 
economic turmoil. 

Kirin Brewery was up Y53 
or 4X12 per cent, closing at 
YL370 after hitting a high 
for the year of Y1.380. Japan 
Tobacco jumped Y30.000 to 
Yl.140,000. 

In Osaka the OSR average 
also reflected the positive 
turn, finishing up 85 at 
14,750. 

SEOUL fell steeply, slip- 
ping bade from recent highs 
as investors rushed to take 
profits. Turnover set a 


record at Woua^OObn and so 
did the day’s trading range 
of 60 points. 

The Kospi index closed off 
33.89 or 5.8 per cent at 545.97 

after hitting an intra-day 
peak for the year of 599.32. 
Securities companies bore 
the brunt of the selling with 
the sector sliding 13.9 per 
cent 

MANILA pushed higher in 
spite of a weaker peso with 
steady buying lifting blue 
chips. Philippines National 
Bank jumped almost io per 
cent driving up 6.50 pesos to 
72.50 pesos. 

San Miguel gained 1.50 
pesos to 47.50 pesos and 
Ayala Land rose 1 peso to 
11.25 pesos. The composite 
index ended 72,51 or 4 per 
cent better at LS6R24. 

TAIPEI took another beat- 
ing on continuing worries 
over the slowing economy in 
spite of intervention from 
the State stabilisation fund. 
The weighted index lost 
167.30 or 2.4 per cent to 
6,769.52 in muted turnover of. 
TS57.fibn. 

Analysts noted that selling 
intensified late in the day as 
the index stumbled below 
support at 6 £00. 

They attributed the sell-off 
to -a lack of confidence in 
Taiwan's fundamentals as 


1998 economic growth slows 
to just 5 per cent or lower 
and more companies scale 
back their 1996 profits fore- 
casts. 

Among leading companies, 
United Microelectronics tum- 
bled T$2.7 or 62 per cent to 
T$41 as it trimmed its profits 
projection for the second 
time. 

JAKARTA was pulled 
higher by a sharp rise In 
blue chip Telkom as 'a 
weaker rupiah attracted buy- 
ers to the stock. The compos- 
ite index closed 1L93 or 3 per 
cent higher at 421.69. 

Telkom put on Rp50 at 
Rp2,775. Analysts said a 
weaker rupiah, caused by 
the decline in interest rates 
and rising dollar demand, 
had made the stock particu- 
larly attractive to foreign 
Investors.. 

KARACHI was lower, 
unsettled by conflicting 
media reports on whether 
the Paris Club had come to a 
decision, on rescheduling the 
country’s debt The KSE-100 
index lost 29.95 or 3-1 per 
cent 10 93604. 

Dealers said the market 
was In the hands of a few 
players because local institu- 
tions and foreign funds were 
not taking long positions 
due to the year-end. 


duced no positive outcome. 
The tmkb National 100 
index lost 15651 to 2^7746 

HELSIN KI prospered for 
the second day running as 
Nokia, the telecommunica- 
tions group, touched an 
all-time high. 

The Hex index closed 
up sa or 23 per cent higher 
at 5,219.78. It has risen 
per cent in the past two 
days. 

The market's strength has 
been founded on a rally by 
Nokia, which suffered after 
the profits warning last 
Thursday by Swedish rival 
Ericsson. Nokia shares 
peaked yesterday at FM574 
before retreating to FM56S50 
for a gain of FM1610 or 2.9 
per cent 

Other companies with 
links to the telecoms sector 
profited from Nokia’s suc- 
cess. Telecom operator 
Sonera climbed FM3J0 or 3 l5 


per cent to FM91, while JOT 
Automation, which provides 
services to telecoms compa- 
nies, jumped FM18J50 or 1L8 
per cent to close at FM175. 

MILAN fell from early 
highs after Wan Street 
opened weakly. The Mibtel 
index, up L9 per cent at one 
stage, finished 112 or 0.5 per 
cent higher at 2L810. 

Profit-takers moved tn on 
Olivetti, the computer and 
telecommunications com- 
pany, after it announced 
profits and subscriber fig- 
ures that were in line with 
expectations. The stock shed 
Ll07ar2-2 per cent to end at 
IA809. 

STOCKHOLM rose sharply 
as Ericsson, the telecommu- 
nications company, and 
Astra, the pharmaceuticals 
group, both performed 
strongly. The general index 
climbed 68J2 or 2JL per cent 
to 3,06613. 

Ericsson shares, which fall 
16 per cent last Thursday 
after a profit warning, dosed 
SKriLS or 14 per cent higher 
at SKrl86fi. The stock has 
put on 2JS per cent in the 
last two days’ trading. 

Aktxa climbed SKr7 or 46 
per emit to SKr 1645 - still 
below the closing high of 
SKrl70.50 the company 
reached on the day tit the 
announcement of its pro- 
posed merger with Zeneca of 
the UK 

Morgan, Jeffrey Brown, Mohaal 
Peal mi Peter Ha9 


Belgium’s stock market yes' 
terday shrugged off news 
Fitch-IBCA, the credit rating 
agency, had downgraded the 
country’s long-term sover- 
eign rating - and analysts 
forecast it would continue to 
do so. The Bel-20 Index rose 

35J8 to 6344.33, driven by 

derivatives activity and 
renewed merger s pec ula t ion. 

Frenetic merger activity 
during 1998 has helped make 
the Brussels bourse one of 
Europe’s strongest perform- 
ers. Analysts said that while 
growth might slow a little 
next year, investors could 
stm expect strong returns. 

“The market has upwards 
poten tial of about 10 per cent 
[next year],’’ said Geert WeL 
lens, of the research and' 
sales department of Peter- 
c&m, the Brussels broker. 
“That might disappoint 
Investors who have got used 
to 30 per cent, but It must 
still be considered a very 
good performance." 

Fitch IBGA cited “increas- 
ed, albeit still small" risks of 
a liquidity crisis far heavily 
indebted governments cre- 
ated by European monetary 
wmirm as the reason far cut- 
ting Belgium's rating two 
notches to AA minus. 

Countries like Belgium 
with high short-term debt 
could be “shut out" of the 
market when investors have 
a choice of sovereign paper 
to buy in their own cur- 
rency, the euro, Fitch IBCA 
said. 

The move followed a 
recent sell-off in Belgian gov- 
ernment bonds, with the 
spread above the benchmark 
German government bonds 
rising from 10 to 22 basis 
points - highest in tbs EU. 

But Thierry Hazevoets, 
head of research at brokers 
Vermeulen Raemdonck, said 
the dear relation that once 
existed between Belgian 
bond rates and the stock 
market was breaking down 
as Europe- wide markets 
developed. “People are 
looking at the fundamental 
evolution of the European 
economy as a whole,” he 
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said, adding that takeover 
activity was likely to con- 
tinue to support Brussels 
bourse price. 

A dramatic restructuring 
of the corporate sector - 
mainly through takeovers. - 
means six current or post 
members of the Bel-20 Index 
will soon have lost their list- 
ing in little over a year, 
Gtafirale de Bas- 
que, Basque Bruxelles Lam- 
bert, Socifitfi Gfindrale de 
Belgique, Royale Beige. Goo 
kerifl Sombre and PetroFina. 

Renewed speculation that 
Tractebel the energy group, 
could marge with its biggest 
shareholder. France’s Suez 
Lyonnalse des Baux. or with 
its subsidiary Etectrabal, the 
Belgian electricity monop- 
oly. has created plenty of 
share price excitement 

Retailer Delhaize or GIB 
could be predators or take- 
over targets while Union 
Hiztifere, the non-ferrous 
metals g ro u p which forecast 
a BFr2bn loss this year, is 
said to he vulnerable. 

Analysts also say the mar- 
ket is not over-valued and 
supported by fundamentals. 
Stephana Gagne, economist 
at Standard ft Poor's DRX, 
the ratings agency, warns, 
however, the outlook could 
deteriorate after next year's 
first quarter, with the likely 
end of the decline in unem- 
ployment starting to damage 
consumer confidence. 

Neil Buckley 


This announcement appears as > matter of record only. 
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Deutsche Bank AG 

Co-Ai t ubme 

BancaComrnareJaletraiianaSpA 
FianUin im Main Brandi 

COMMERZBA NK 
Den Dansfca Bank 
Dresdner Bank AG in Hannover 
ING Barings/ Bank Brussels Lambert 
LRPLendesbanfcRMnipndPfefr 
SGZ-Bank 


Continental Aktiengeseilschaft 
Continental U.K. Group Holdings Ltd. 
Continental Rubber of America, Corp. 

€1,500,000,000 

Multi-Currency Revolving Credit Facility 


BankgeseBscheft Berlin AG 
Credit Apricota Indotuez 
DG BANK 

DautKtaGwianansArtksMcAG 
HypoVtoransbank Irafend 

L^ank/Sfldwestdeutsche LandacAenk Gvozentrato 
Nwotiwrtsohe landesbank LujwnbouroSA 
Trinkaus&BurfchardtKGaA 


Citibank 

AHMngM 

Deutsche Gkozamrete -Deutsche Kammunatoenk- 
WGZ-Bank 

** i »a««d»a«iiaawnirta<l»gaBeM bMifc tB . 


Banes d Roma SjbA 
ninfcftjfl Bandi 

CteMCantrale desCafesas iTEpaiyne 
aide PrAvuyence (C.C.C.E.R) 

Trie First National Bank of Chicago 


Bence Pints fit Sotto Mayor SA 

Banoua « Catssa tfEparyne de I'Etat, Uottmftourjj 

Bayerische Landesbank Qreantrale 

first Union National Bank 

Hmm Newman' Bank. Hambum/ 

Benca Naaonale del Lavora International 


WastLB 

Senior Lead Manager* 

Benque Nationale de Paris 

Credit Lyonnais 
ZMgrtfaMilMwne Fmftfurt 

Generate Bank 


1 eert Manegeia 

ABN AMRO Bank (Deutschianc]} AG 
Benca Monte del Paschl A Stene S^pA 
Caiaae des Dtpfia et Conasnatiora 
Landesbank Sachsen Girozemrato 


Banco BSbao Vftzcsye 

Bank Austria Cradhsrwtatt International AG 

Barclays Bank P1_C 

BCH 

A»*Airt8wK)i' 

Huteba Dublin 

LanflMbinktteaw.ThitttigwiiwirnaiianM 

KBCBenkN.VL 

owVWMtanugFnnidtan 

RatfWwn Zentrafcank Desterreich AG 


Luaenbnati Brandi 
Soctttdi&Jrterato 


rteaekoiwiaMrnhfB 
Agent 

Deutsche Bank Luxembourg S A 
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